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The Emergency Is in Production 


HE EMERGENCY our nation faces to- 

day is a production emergency. 
Once again, America is called upon 
to be the arsenal of democracy. From 
our powerhouse, the free world must 
be able to draw in abundance or go 
down. We must multiply our output 
in every productive area—in goods, 
in supplies, and in services—on an un- 
paralleled scale for an unprecedented 
peril. We must not only produce 
more. We must produce faster. We 
must provide military supplies for 
ourselves and our allies, and at the 
Same time provide for essenitial ci- 
vilian needs—here and abroad. 

Are we prepared for this stagger- 
ing task? 

We cannot rely on our World War 
II performance as a guide to the fu- 
ture. In 1940 we had an army of 
jobless and a vast array of empty 
plants to press into armament pro- 
duction. Today there are no idle 
plants, and we have practically full 
employment. 

In 1940, our productive horsepower 
Was running at a slow trot. We turned 
out about 3,500,000 automobiles. 
Television was a curiosity. Defense 
orders boomed our economy out of 
a 10-year depression. Today, our 
horsepowe~ is running full tilt. We 
have turned out almost 7,000,000 
passenger automobiles. There are 
nearly 10,000,000 television sets in 
operation. Defense orders are heaped 
on top of civilian orders, but their 
effect on the availability of civilian 
goods is hardly felt. 

In 1940, we turned to war produc- 
tion with nearly 10,000,000 jobless 
in the labor market. Today, we have 
more than 62,000,000 people working 
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—the highest total in our records. 
When we consider where the 
needed expansion of armament pro- 
duction can come from, we find but 
two sources. Some will come from 
a further flashing out in our economy. 
The experts tell us we can hike our 
present gross national product of 
$280 billion to $325 billion by January 
1, 1952—an impressive gain but not 
enough. The rest must come from 
cutting back deeply on civilian usage 
of essential materials and manpower. 
Because our living standard is our 
greatest asset, we must not let it be- 
come a great weakness in either of 
these ways: (1) by arbitrarily cutting 
back the civilian economy to a point 
where national production efficiency 
is impaired, or (2) by an unwilling- 
ness to sacrifice enough of our ma- 
terial comforts to the cause on trial. 
We have the Hobson’s choice of put- 
ting production for survival first—or 
not surviving. We must and will do 
all the practical, the necessary and ob- 
vious things to hike production. We 
will expand plants, build new ones. 
We will increase the workweek to 
compensate for short manpower. We 
will burn the candle at both ends 
with three shifts a day in the plant 
and management huddling through 
the night to devise new schemes to 
make a tee set of wheels turn just 
a little faster. All these things are 
vital, but in today’s riddle they are 
not enough in getting the most from 
the men, and materials, and machines 
we have. The miracle of defense 
production in the 1940’s was a me- 
chanical one. Today’s miracle must 
be a psychological one as well. 
Here are some suggestions for more 


arters. 
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and quick production, based on the 
solid premise that people are our 
greatest asset: 


1. Collective bargaining can be 
made to work for production. To 
produce more from what we have, 
we must enlist the mind as well as 
the energy of every American. So 
let's use the collective bargaining 
mechanism to increase production. 
There are about 200,000 collective 
bargaining contracts in this country. 
This means at least that number of 
union committees talking regularly 
to management. Today it is impera- 
tive that these groups talk production 
all the time—in a spirit of mutual 
cooperation and good will. 


2. The tax incentive idea can be 
used to get more individual produc- 
tion. We use it now on a limited 
scale. Under present laws, a cor- 
poration is given substantial tax in- 
centives to expand plants for arma- 
ments. Why shouldn't Congress go 
further and consider tax incentives 
for the worker’s expanded output? 
Many plants have incentive systems 
now under which the worker is paid 
a bonus for exceeding a norm. Per- 
haps Congress could devise a sched- 
ule aren. 22 tax concessions would 
be granted on the bonus earnings. 
And to provide a more general ap- 
plication, it might consider tax con- 
cessions on overtime pay as a pro- 
duction incentive. 

3. A crusade for production is 
needed. A recent survey by Michigan 
State College among 6,000-odd young 
people showed many of them’ think 


factory jobs are for strong backs and 
weak minds. This means the wages, 
security, and the innate Gignity at- 
tached to factory jobs today should 
make them more attractive than other 
occupations the youngsters like bet- 
ter. 

It has always been Stalin’s aim to 
narrow the disparity between Russian 
production and ours. He made this 
clear in a talk I had with him in 
1944. Then Russian steel production 
was 12,000,000 tons a year. He pre- 
dicted that it would be 25,000,000 
tons by 1950, 50,000,000 by 1955. He 
hit his mark for 1950, for Russian 
steel production now is estimated at 
26,000,000 tons a year. He had sta- 
tistics about our economy at his 
fingertips. He observed that before 
World War II Russia produced 300,- 
000 automobiles a year, whereas the 
United States produced 6,000,000 
annually. I told him he was wrong 
—that our maximum production in a 
single year was 5,000,000 cars. But 
he was right, I later found. In the 
year he cited, it was 5,000,000 pas- 
senger cars and 1,000,000 trucks— 
6,000,000 altogether. Stalin knows 
what America produces. The figures 
are the goals he sets for Russia. 

Communism can recruit its regi- 
ments from a population of near 
800,000,000—in Russia, in the ial. 
lites, and in Asia. Our only offset to 
the locust-like manpower of com- 
munism is our productive horse- 
power. But we cannot be content to 
keep ahead of Russia by the ratio of 
today in this production contest. We 
must constantly widen our advantage. 


—Enic Jounston. The New York Times Magazine, December 24, 1950, p- 11:2. 





BARBERS are community opinion-leaders, and barber-shop discussions have 
changed many a man’s mind on various subjects. Recognizing this, officers of 
Caterpillar Tractor Co., Peoria, Ill., recently held a “Barber’s Day” at the plant. 
Every barber in the area was invited, and 101 accepted. A plant tour, color 
movies, and discussions with top brass were on the agenda. Peoria barbers are 
now well fortified with facts about Caterpillar’s policies and conduct, and are 
likely to defend the company against unfair criticism. 
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Who Are Today’s ‘‘Liberals’’? 


opay it is not uncommon to hear 

persons of varied shades of opin- 
ion, including even socialists, com- 
munists, and fellow-travelers, call 
themselves “liberals.” 

But what is a liberal? The term 
is derived from the Latin word mean- 
ing “free.” It was adopted in the 
nineteenth century by forward-look- 
ing political parties in England and 
elsewhere that stood for freedom 
from blind adherence to tradition, 
freedom of thought and speech, free- 
dom from undue repression of the 
individual by the group, or of the 
minority by the majority. True liber- 
alism stresses the importance of the 
free exercise of individual initiative 
as a source of progress and the duty 
of the state to promote conditions in 
which individual initiative can thrive. 
In politics, it stands for strictly de- 
fined and limited governmental pow- 
ers, equality under the law, and the 
tule of law as contrasted with the 


rule of men. In the business field, it 
means freedom of enterprise, op- 
portunity, and competition. 

Thus it would seem that ref self- 


styled liberals of today actually ad- 
vocate some of the very principles 
which genuine liberalism was formed 
to combat, and in so doing endanger 
not only the political rights but also 
the economic welfare of free men. 

For centuries the civilized world 
has been moving slowly, with hong 
ees toward realization of the 
iberal ideal. “The only stable state,” 
said Aristotle, some two thousand 
years ago, “is the one in which all 
men are equal before the law.” 

The ascendancy of liberalism 
throughout most of the’ Western 
World attended a period of historic 
economic development and _ expan- 
sion. The idea of leaving the in- 
dividual as free as possible to de- 
velop his own capacities and pursue 
his own interests, as determined b 
himself, was brilliantly vindicated by 
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its practical results. The United 
States, in particular, was built on the 
foundation of liberalism and experi- 
enced a growth without parallel in 
history. It was only in the depth of 
the great depression of the 1930's that 
our government undertook enlarge- 
ment of its powers. That trend has 
been going on—with some interrup- 
tions—since. 

Today, most exponents of welfare 
statism, who call themselves liberals, 
denounce totalitarianism; yet they ad- 
vocate a course of expansion of gov- 
ernmental powers and attrition of in- 
dividual freedoms that tends in that 
very direction. It cannot be other- 
wise, for when the state undertakes 
to define welfare and force its citi- 
zens into the prescribed paths 
deemed necessary to promote it, this 
can be done only by the exercise of 
powers not possessed by a govern- 
ment based on truly liberal principles. 

The most sinister threat to liberal 
principles today, lies in the field of 
economic reality. The people cannot 
choose a system of private enterprise 
and then surround it with so much 
authority that its efficient functioning 
is inhibited. If they do, the choice 
will not stick. Either some of the 
authority must be removed or the 
system must be taken over and oper- 
ated by the state. 

The energizing force in a system 
of free enterprise is the profit motive. 
When the tax burden becomes too 
heavy or one-sided, when labor costs 
are too high or inflexible, when man- 
agerial discretion is too closely cir- 
cumscribed, when capital-raising is 
made too difficult or too costly, when 
the purchasing power of money be- 
comes so uncertain as to discourage 
intelligent planning in business, and 
pons becomes more profitable 
than productive investment, then the 
hope of profit from production fades, 
the driving force weakens, and the 
system slows down. Unless the in- 
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centive to voluntary industrial effort 
can be quickly restored, incentive 
must be replaced by compulsion. 
The genuine liberals of today are 
those who recognize these dangers 
and insist upon the necessity of main- 
taining the conditions that encourage 
individual effort and individual enter- 
prise. They are those who refuse to 


—The Guaranty Survey, Vol. 


forget that voluntary enterprise under 
free institutions has not only pre- 
served liberty but produced material 
welfare on a scale never approached 
before. The real reactionaries of to- 
day are those who, under the shib- 
boleth of welfare, would purposely or 
unknowingly lead a_free-governing 
people backward in the direction of 
authoritarianism. 


XXX, No. 7, 1950, p. 1:3. 


When Your Temperature Goes Up... 


D” you KNow that your body ther- 
mometer is a good indicator of the 
kind of job you should hold? That it 
might even help you get that raise 
you've been after? Not only that, but 
some scientists think this remarkable 
four-inch tube of glass may help 
you decide what kind of person to 
marry, cure you of insomnia, give 
you the answer to some of your mari- 
tal problems, and, perhaps, turn you 
into the life of the party. 

“More marriages are broken up by 
temperature than by temperament,” 
says Dr. Nathaniel Kleitman, the Uni- 
versity of Chicago’s famed physiol- 
ogist, who bases his temperature 
experiments on what is called the 
diurnal body-temperature curve. This 
means that during every 24 hours 
your temperature rises and falls at 
certain times of the day and night 
as your metabolism speeds up and 
slows down. When your temperature 
is high, you are wide awake and full 
of pep; when it is low you are sleepy 
and listless. The diurnal curve may 
not be the only factor in this cycle, 
but it is a major one. 

Dr. Kleitman recommends that you 
take your temperature on awakening, 
and then every three hours after that 
for the rest of your waking period. 
If you record these readings for not 


January, 1951 


less than one week and preferably 
two, you will be able to tell at what 
time of day you reach your energy 
peaks. If your highest temperature 
regularly occurs in the period before 
1 p.m., then vou belong to Group A, 
from 1 p.m. to midnight marks you 
as a B_ type, and if you show rises 
both in the morning and late eve- 
ning then you are a member of 
Group C, 

On your job you can often do your 
most important work during your best 
work period by skillfully arranging 
your time so as to take advantage 
of your energy highs. One man, em- 
ployed in an accounting office was 
in the habit of doing small chores in 
the morning and scheduling his im- 
portant tasks for the afternoon. Upon 
discovering he was a morning type, 
he reversed his office life—found he 
could achieve in one day what 
formerly took him two. 

our sleep can be improved by 
regularly going to bed when your 
diurnal curve indicates your body 
wants sleep. Insomniacs usually keep 
irregular hours and thereby defy the 
patterns of their curves. But if your 
curve shows that your regular sleep 
period should start at 10:30 p.m. and 
you feel that this is too early a bed- 
time, Dr. Kleitman reports that you 
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can probably train your temperature 
to fall at whatever hour is convenient 
for you, if you're systematic about it. 
By going to bed at that precise hour 
every night, you can persuade your 
temperature to drop automatically at 
that hour—which, in turn, means that 
you will have a normal, healthy sleep 
pattern. 

Is there any way to overcome the 
“low” spots in the diurnal curve? Is 
there any way, for instance, to be at 
your brightest at 10 am., though 
youre a member of Group B? 

- The answer to that question can be 
found in the results of a series of 
complicated, ingenious experiments 
recently conducted by Dr. Erling As- 
mussen at the University of Copen- 
hagen. Working with a group be- 


tween the ages of 21 and 39, Dr. 
Asmussen proved that his subjects 
performed their work better when 
they were “warmed up,” that is, 
stimulated by physical exercise. 

It was found that then they per- 


formed work in much less time than 
when they were “cold.” And this ap- 


—A. E. HoTcuner. 


plied to a long work period as well 
as a short one. “In the case of the 
longer work period,” Dr. Asmussen 
says, “the beneficial effect of the 
warming up might be supposed to be 
limited to the very first part of the 
work—and that later on the capacity 
might be uninfluenced by the pre- 
liminary workout. This is not so.” 
What Dr. Asmussen discovered about 
your body was this: When you take 
a good long warm-up, such as 20 to 
380 minutes of calisthenics, a rise in 
body temperature occurs, and_ this 
increased temperature will usually 
endure during your work period. The 
tests also proved that any fatigue re- 
sulting from the warm-up workout 
was negligible. 

In other words, if you’re an eve- 
ning type, a turn at calisthenics or a 
brisk hot shower can put you on an 
equal footing with those morning 
chest thumpers who always breeze 
into the office so happily. And morn- 
ing types can use the formula in 
the evening to compete with mid- 
night life-of-the-party boys. 


This Week, December 17, 1950, p. 20:2. 


The Myth of the Lost Frontier 


WHEN THE CAVE MAN killed the last bear in the adjoining cave, he thought the 


frontier was gone and progress was Over. 
Famous authorities said that the railroad 


the last word in developing power. 


was the end of transportation development. 


Many people thought the windmill was 


About 1886, the Commissioner of 


Patents of the United States said that all the great inventions had been made. 
The courts in California in 1890 said there could not be an airplane. The courts 
in New York stated in 1910 that everybody knew it was impossible to send the 
human voice through the air without a wire. They said it was fraud to try to 
sell stock in a company that claimed to be able to use radio. 
In the 1930’s even some of our leaders said the frontier was gone and progress 


was over. 


They confused the last wild buffalo with the last frontier. 


In every 


generation the myth rises again that the passing of some particular buffalo means 


the end of progress. 


—Harotp F. CrarKk in Popular Economics (Institute of Economic Affairs, 


New York University) 





HE WHO works with his hands is a laborer. 
He who works with his hands, head and heart is an 
And he who works with his hands and his head and his heart and his 


his head. is a craftsman. 
artist. 
feet is a salesman. 


He who works with his hands and 


—The Employment Counselor 9/50 
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The Social Costs of Private Enterprise 


Epitor’s Note: Controversial articles are presented in the Review in line with 
our general policy of keeping readers currently informed of all points of view. 


OCIAL Costs are anything but new 
phenomena. They have plagued 

our economic system since its incep- 
tion. Nor is it certain that other 
economic systems will eliminate so- 
cial costs, though there is a presump- 
tion that economic planning can 
minimize the social costs of produc- 
tion more easily than a system of 
unregulated competition—provided 
the planners are disposed to do so. 
Space limitations permit only one 
form of these social costs to be con- 
sidered at length here: the impair- 
ment of the physical and mental 
health of workers in the course of 
private production.* Such impair- 
ment may take the form of work 
injuries, occupational diseases, and 
the manifold negative effects of 
woman and child labor. In its eco- 


nomic implications, such human im- 
pairment does not differ from the 
deterioration of non-human durable 
factors such as machines, buildings, 


etc. Yet, whereas, the depreciation 
of the latter tends to be translated 
into money costs by means of depre- 
ciation charges, human impairment 
remains largely unaccounted for in 
private costs under free enterprise 
conditions. 

The total number of work injuries 
exceeded 2,000,000 in 1947, of which 
approximately 20,000 were fatalities 
and total disabilities, and 190,000 
were permanently partially disabled. 
It may be argued that workmen’s 
compensation laws tend to translate 
the monetary losses (loss of wages, 
medical expenses, etc.) incident upon 
work injuries into private costs by 
* This article—which presents the main points of 

the author’s latest book, The Social Costs of 

Private Enterprise (Harvard University Press, 

Cambridge, Mass., 1950. $4.50)—deals at length 

with other social costs of private enterprise, e.g., 


the loss in depleted resources, loss due to 
wasteful operations. 
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way of insurance premiums paid by 
the entrepreneur and hence that 
there is no point in speaking of social 
costs. Such reasoning, however, over- 
looks: (1) that only slightly more 
than 50 per cent of the nation’s work- 
force are covered by workmen’s com- 
pensation acts; (2) that 44 per cent 
of all temporary injuries are barred 
from any compensation because of 
waiting periods; and (3) that all com- 
pensation acts place far-reaching 
limitations on compensation pay- 
ments and hence tend to provide a 
highly inadequate indemnification for 
the impaired worker or his depend- 
ents. Taking these facts into con- 
sideration, a recent sample study for 
the State of Massachusetts, which 
has a relatively progressive Work- 
men’s Compensation Act, shows that 
considerably more than half the total 
wage loss caused by work injuries 
was borne by the injured worker and 
his family. Thus to the extent that 
human impairment fails to be com- 
pensated fully, it may be said that 
private enterprise is being subsidized 
by the men and women who make 
up the labor force. While deprecia- 
tion charges help to keep intact the 
value of the original cavital equip- 
ment, the capital value of the human 
factor of production is not being 
adequately accounted for in modern 
industrial society despite the exten- 
sion of protective om legislation. 

If we accept the thesis that the 
human factor of production is sub- 
ject to depreciation by work injuries 
and occupational diseases, it is not 
difficult to see that labor also entails 
certain fixed costs for its mainte- 
nance and “production.” Workers 
and their families must eat, they must 
be clothed and sheltered, and young 
persons must be provided with neces- 
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sary training. Whether the laborer 
is employed or not, these costs must 
be met. Otherwise not only the in- 
dividual but our productive system 
would suffer losses in the form of a 
deterioration of our working power. 
These costs then are pace costs 
in an even more definite sense than 
the fixed charges on financial debts 
and capital equipment. Yet in the 
absence of an annual wage or salary 
system, the overhead costs of labor 
are translated into variable costs 
which will be paid only as long as 
the laborer is employed. Consequent- 
ly it becomes possible for the entre- 
preneur to disregard the fixed costs 
of labor completely as soon as a de- 
cline of business sets in. In fact, such 
a decline will be met most easily by 
a dismissal of workers—a procedure 
which in view of the legally fixed 
charges on most capital outlays is 
not only the easiest but practically 
the only method of reducing costs. 
Hence in times of depression, the 
fixed costs of labor tend to be dis- 
regarded and shifted to the laborers 
or to the community. Unemployment 
insurance may cover these costs par- 
tially and only for a limited time. 
Nor is this disregard of the fixed 
Costs of labor confined to periods of 
contracting business activity. It is 
present whenever the entrepreneur 
decides on the introduction of new 
machines, replacing labor and rend- 
ering obsolete the capital equipment 
of competitors. The fixed costs of 
others are not considered, and yet it 
stands to reason that these fixed 
charges are no less real simply be- 
cause they tend to be borne by 
others. ; 

The social costs of unemployment 
and idle plant can best be expressed 
in terms of the potential real income 
lost as a result of the decline of out- 
put and employment. In 1939, the 
National Resources Committee es- 
timated that the loss of national 


income caused by the depression 

years 1929-37 amounted to over 

$200 billion: 

The significance of this figure 

is hard to grasp, but some idea can_be 
obtained by considering what $200 bil- 
lion would mean in terms of concrete 
goods. If all the idle men and machines 
could have been employed in making 
houses, the extra income would have 
been enough to provide a new $6,000 
house (1939) for every family in the 
country. If, instead, the lost income 
had been used to build railroads, the 
entire railroad system of the country 
could have been scrapped and _ rebuilt 
at least five times over. Of such is the 
magnitude of the depression loss in 
income through failure to use available 
resources. It meant a lower standard 
of living for practically every group in 
the community. 

We cannot hope to avoid paying 
for these costs in one form or another 
so long as we do not establish a 
more comprehensive system of social 
cost accounting. In many instances, 
the systematic application and exten- 
sion of the principle of social insur- 
ance could be used to translate 
social costs of production into insur- 
ance premiums and thus into mone- 
tary entrepreneurial costs. If properly 
set up and administered, this method 
would have the further advantage of 
providing an incentive for the private 
producer to prevent the occurrence of 
social losses and thus to reduce their 
magnitude. 

Whatever practical solution we 
may wish to adopt, the phenomena 
of social costs ultimately call for a 
comprehensive system of social eco- 
nomic accounting which takes into 
consideration not only the social costs 
but also the social returns of pro- 
ductive activities-namely those costs 
and utilities which so far have re- 
mained outside the competitive cost- 
price calculus. Only by weighing 
total costs and total returns can we 
hope to appraise in a meaningful 
manner the actual performance and 
efficiency of our economy. 


—K. Wituiam Kapp. Labor and Nation, Fall, 1950, p. 18:4. 
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Eating the Seed Corn 


PERSON who has just borrowed 
A money at a bank is likely to feel 
prosperous. Now he can pay his bills. 
He may even have enough to make 
the down payment on a new car. The 
grocer and the doctor, whose bills he 
has now paid and who see him sport- 
ing the new car about town, agree 
that he has become prosperous. But 
ultimately he discovers that this is an 
illusory prosperity that leaves its vic- 
tim in a poorer and poorer financial 
plight because of a debt that is ever 
growing larger and larger as con- 
trasted with what he owns or is able 
to earn. Finally, the off-balance 
reaches a point where he is dumped 
into disaster—losing both his car and 
his other property. 

America today is suffering the il- 
lusion of mass escape from this form 
of certain, eventual disaster. There 
prevails a happy sense of national 
prosperity, as individually and col- 
lectively we plunge ever deeper into 
debt. We borrow from each other. 
We increase our “savings,” according 
to the government’s figures. We com- 
pliment each other on how well we 
are doing. Not only do we buy many 
new things for ourselves, but we also 
try to play the part of a continuous 
Santa Claus for favored groups both 
within the nation and throughout the 
whole world. The rules of simple 
first-grade arithmetic should warn us 
that there must be some catch in this 
Aliceous Wonderland. But where is 
the catch? 

When we look at the record, we 
find that while our debts are going up 
and up, the tools and equipment 
necessary to maintain production and 
repay these debts are Fallin x dismally 
behind. Our machines and factories 
have already fallen into obsolescence 
and lack of repair. New tools and 
new plants, needed to replace ma- 
chines that have been worn out or 
have become obsolete, and to meet 
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the needs of an increasing population, 
are being sent abroad at the expense 
of a declining productive machine at 
home. 

Let us look at our corporations— 
some 400,000 of them in all—to see 
what has been happening to that im- 
portant part of our productive ma- 
chine. In 1946, the value of all the 
real estate, buildings, and equipment 
of the corporations was about 17 per 
cent less than in 1930, though the 
number of corporations was greater 
than in 1930 by about one-tenth. This 
means that the wearing out of our 
productive machine, at rates of de- 
preciation approved by the United 
States Treasury, has exceeded all the 
new buildings and machines that 
were added in the period 1930-46. 
The loss in dollars of reported worth 
is $20.7 billion, or about $1 of every 
$6 of the 1930 corporate investment 
in the productive machine. 

These figures for 1946 are the latest 
available with full details. What has 
happened since, as indicated by De- 
partment of Commerce reports, sug- 
gests that net additions since 1946 
have been no more than $10 billion, 
and perhaps no more than $5 billion, 
at 1930 prices. This would mean a 
net loss from 1930 to 1950 of some- 
where between $10 billion and $15 
billion. And this loss occurred over 
a period during which the population 
of the United States increased by 
about one-fourth. 

How much would be required to 
bring this productive machine up to 
its 1930 level per person? It would 
seem to require, at present prices, 
somewhere between $75 billion and 
$100 billion worth of productive 
equipment to make up the present 
shortage for these corporations alone. 
This is from $1,500 to $2,000 per 
family. 

It may be argued: The national 
income for 1946 was $2.39 for each 
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dollar it had been in 1930. Surely 
the national income could not have 
been so high if there had been any 
such decline in the equipment used 
in production. The answer to that lies 
in four points. 

(1) The 1946 national income is 
in inflated dollars. If we adjust for 
the lower worth of the dollar, the na- 
tional income in 1946 was only $1.70 
for each dollar it had been in 1930. 
(2) The civilian labor force was 
larger by about one-fifth in 1946 than 
in 1930. This made it possible to use 
the available equipment nearer full 
time. But more persons shared in the 
larger national income, too, as con- 
sumers. (3) A machine that is nearly 
worn out—or even outmoded by 
known methods of production—can 
continue for a time to turn out large 
quantities of product. (4) The na- 
tional income includes “goods and 
services” other than the products 
which flow directly from the pro- 
ductive plant of these corporations. 
Those parts other than corporate bus- 
iness enjoyed more increase from 
1930 to 1946 than did the corpora- 
tions—mainly governmental activities, 
agriculture, and the wholesale and re- 
tail trades. 

Machines and buildings are not the 
only assets of the corporations, of 
course. They also have cash, invest- 
ments such as government bonds, in- 
yentories, and the like. More speci- 
fically, government bonds were said 
to have been used in recent years to 
build up a fund for later replacement 
of capital equipment. It is true that 
there was an increase of about $100 
billion in corporate holdings of gov- 

—F. A. Harper. 


ernment bonds from 1930 to 1946. 
But it may be questioned whether 
these billions of dollars of govern- 
ment bonds are really available as 
“national wealth” from which to f- 
nance the retooling of industry. They 
are listed as an asset by corporations, 
to be sure. But they came into being 
to pay for governmental deficits— 
money spent by the government in 
excess of its income in former years. 

And what is behind them? The gov- 
ernment has no inventory of goods 
produced by the use of these funds, 
which can be sold to repay the bonds. 
Government must tax to repay its 
bonds. And whom shall it tax? The 
citizens of the nation, including the 
ones who list these bonds among their 
“assets.” 

The idea that government bonds 
are national net worth, and can be 
cashed to replace our depleted equip- 
ment as a nation, is one of the greatest 
illusions of our illusory time. It is 
the same as though we were to be- 
lieve that a nation could be swept 
into prosperity by scattering I-owe- 
me’s by airplane all over the land. 

This analysis paints a sorry picture 
of what has been happening to our 
capital seed stock. We have been 
“eating the seed corn” in a sort of 
Bacchanalian banquet. Its contrast 
with the pleasant aroma of prosperity 
is a measure of the illusion we are 
suffering. If sober thought is not 
given to the means of curing this 
creeping death, it will mean the end 
of America’s industrial greatness. We 
then shall have lost our means of na- 
tional defense, and also most of what 
is worth defending, while surrending 
to a full-blown national socialism. 


In Brief (The Foundation for Economic Education, Inc., 


Irvington-on-Hudson, N. Y.), Vol. 5, No. 2. 16 pages. 





THE PUBLIC wants more business men in Washington. 


This was revealed in a 


recent nationwide survey by The Psychological Corporation, in which 50 per cent 
of the respondents indicated their belief that more business executives are needed 


in the government. 


Even in union families, by far the largest proportion of 


people (37 per cent) named business men as most needed in Washington. Only 
21 per cent of union families think we need more union leaders in the government. 
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Solving Your Office Space Problem 


HAT can be done through experi- 

ments with desk arrangements 
to increase the number of personnel 
in a given area without using addi- 
tional floor space or impairing em- 
ployee efficiency? It’s doubttul if 
‘there’s an office manager anywhere 
wno hasn't sweated that problem 
out. Confronted with that question 
recently as a result of expanding 
business, Hardware Mutuals of Ste- 
vens Point, Wis., came up with one 
ingenious solution. This solution is 
one that can probably be adopted 
economically by many other offices, 
large or small, bothered by a space 
problem. 

The key to the system is the revo- 
lutionary 4-in-1 Desk Unitizer which 
permits four employees at four sep- 
arate desks to work in privacy and 
without distraction even though the 
desks are adjacent to each other in 
one unit.” The Unitizer is a 4-way 
translucent, frosted, plastic _ parti- 
tion, 18 inches high, arranged to give 
the occupant of each desk adequate 
privacy. Two separate desk ar- 
rangements are made to form units, 
each equipped with a Unitizer. In 
each case, four desks are used. 

One unitized desk arrangement 
adopted at Hardware Mutuals is 
composed of four executive-type desks 
placed on an axis, as_ illustrated 
on the following page. Four 
shelves are attached as shown, one 
beside each chair so as to be avail- 
able to each two adjacent desks. 
Frosted plastic partitions, 18” high, 
divide the arrangement into four 


* Additional information concerning the Unitizers 
described in this article may be obtained from 
the Kraus Company of Stevens Point, Wis., 
which has taken over the manufacture of the 
4-in-1 Desk Unitizer. 
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semi-private work areas. A distribu- 
tor at the end of each two opposite 
partitions serves the desks adjacent 
at those points. Telephones on the 
shelves at the end of the other two 
opposite partitions serve each two 
desks adjacent at those points. In 
other words, each desk in the unit 
shares a telephone and a distributor 
with a neighbor. Floor area used: 100 
sq. ft., using 34” =< 60” desks—84 sq. 
ft., using 30” < 50” desks (allowing 
30” in front of each desk for chair 
space. ) 


Another desk arrangement adopted 
(not shown) is composed of four 
executive-type steel desks, placed in 
a rectangle. Two shelves 24” X 28”, 
are attached one on either side in the 
center, i.e., between each two adja- 
cent desks facing the same direction. 
Frosted plastic partitions, 18” high 
divide the arrangement into four 
semi-private areas. A _ distributor 
placed between two desks at each 
end of the partition where there are 
no shelves serves each two adjacent 
desks. Telephones on the two oppo- 
site shelves serve each two desks ad- 
jacent at those points. Thus each 
desk in the unit shares a telephone 
and a distributor with a neighbor. 
Floor area involved: 103 sq. ft., using 
34” X 60” desks—83 sq. ft., using 
30” X 50” desks. 


This solution brings considerable 
saving in floor space, as indicated 
below, to say nothing of substantial 
secondary economies, for example: 

1. Less disturbance and distraction be- 
cause of office traffic: Partitions 
screen the movement of traffic from 
the normal line of vision. 


2. Better utilization of light: The 
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frosted partitions reflect more light 
desks, but causing 
glare, light meter tests showed. 


onto without 


More orderly 


which mean savings in time. 


messenger routes, 
Possible elimination of some pri- 
vate offices, with resultant savings 
in space and rental costs. 


5. More efficient working area. 


t was found that Unitizers could 
be used in practically any office op- 
erations except where heavy vibra- 
tion was caused by machines. Cal- 
culating desks were unitized with 
Satisfactory results. Units especially 
adaptable to unitizing were those 
where work is passed from one per- 


son to another or where two indi- 
viduals were working closely together. 


A space saving of 17 per cent was 
found to be possible if 34” 60” 
desks were placed in the axis arrange- 
ment described above. A saving of 
14 per cent was possible if they were 
arranged in the rectangular arrange- 
ment described. 

Where 50” desks were used, how- 
ever, the saving was as high as 31 
per cent. The area and the shape of 
office space available affects the 
amount of space which can be saved. 
Also, the amount of auxiliary equip- 
ment—files, machines, etc.—in a given 
area has an effect. 


—K. B. Wuterr. NOMA Forum, October, 1950, p. 12:3. 





IN A RECENT sTupy of 100 fraud cases in business and industry, losses were found 


to range from $100 to $750,000. 


Duration: From three months to 20 years, 


with an average of two years, ten and one-half months. 


HerRMAN W. 


Bevis in Business Management 11/50 
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A Survey on Requirements in Beginning Office Jobs 


HE CURRENT requirements for cer- 

tain beginning jobs in offices 
were recently studied by the National 
Office Management Association in a 
survey involving 971 companies (both 
large and small) in the United States, 
and 88 in Canada, which employ over 
255,000 office workers.” The work 
areas of filing, office machine calcula- 
tion, and stenography were selected 
for study. Some of the significant 
findings are given below. 

The survey results indicated that as 
the size of the office increases, pro- 
ficiency requirements for beginning 
jobs become lower. Moreover, over 
half the responding companies do not 
have a program of in-service training. 
Over half the companies do not give 
formal tests to applicants. Ninety per 
cent indicated they have job specifi- 
, Vocational Requirements 

Standards for Beginning Office Jobs. Survey 
"Summary #10. National Office Management 


Association, 132 West Chelten Ave., Philadelphia 
44, Penna., 1950. 


Containing Suggested 


cations for beginning stenographers. 

About half of the companies 
require a physical examination. Ap- 
parent good health seems to be the 
accepted standard. 

Among eight factors listed by sur- 
vey respondents, knowledge of spell- 
ing and grammar, and accuracy are 
indicated as most important. General 
knowledge, adaptability, intelligence, 
and memory rank high. 

Stenographers are expected to type 
from 40 to 60 words per minute. 
Twelve per cent require only 40, 60 
per cent require 50, and 26 per cent 
require a typing speed of 60 words 
per minute. Stenographers are ex- 
pected to take dictation from 70 to 
100 words per minute. Only 29 per 
cent require a speed higher than 90 
words per minute. On the evidence 
at hand, it may be said that the 
present standard in most offices is 45 
words per minute in typewriting, 80 
words per minute in shorthand, and 
30 words per minute in transcription. 


—Kermir Craw.ey (Stephens College, Columbia, Missouri) 


Idea Control for Supervisors and Executives 


IN EVERY BUSINESS TODAY far too many sound ideas are lost, numerous projects 
are left unfinished, most projects take too long to accomplish—all because of lack 


of an idea control mechanism. 


One way to control and follow up your brain 


children is through using forms and a system similar to that described below. 


The system is called Idea Control Record and is a of an instruction 


sheet, two forms, and four index tabs all of which are 
The instruction sheet may read as follows: 


looseleaf binder. 


oused in a 64” X 9” 


This record is designed to assist you in scheduling matters under your jurisdiction which 


are not of a routine or repetitive nature. 


Experience has shown that specific scheduling 


leads to promptness in follow-up and provides the only certainty of getting these jobs done 


within reasonable time limits. 


The record consists of two forms: 1. Check List—-Things to Be Done, providing 


space for Item Number, Subject, Start Date, Finish Date. 


2. Check Sheet— 


Project Details, providing space for entry of oe involved, names of 


persons project is requested by and assigned to, 


ates and item number—as on 


other form, subject, purpose, action, and any pertinent comments. 


Effective use of the Check List requires that you jot down, as soon as the 
idea is conceived or discussed, any special job to be done. Enter the item num- 
ber and subject while the concept is fresh in mind. As soon as possible, set up 
a Check Sheet for the project. Enter on this information called for that is 
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available at this time. Keep these sheets in the Pending section (index tabbed) 
until action is really started. Then transfer them to the Active section and enter 
“start dates” on the Check List. When the job has been completed, enter the 
result of the project under “action” making appropriate remarks as “comment.” 
Then move sheets over to Completed section. Now enter the “finish date” on 
the Check List and you have a complete record which will be available for dis- 
cussion and review with the executive to whom you report. Thus in addition 
to supplying a valuable control tool for use in your work, a concise method is 
provided by which you can present to management your concrete accomplish- 
ments during any given period. 

—H. Joun Ross in The Office 7/50 


Technique for File-Cleaning 


A RESEARCH MAN of our acquaintance uses a technique for clearing out his files 
which might be used by many business men who build up reference files, often 
only to lose track of the things they have filed. 

Once every two years, this man’s secretary starts putting on a table beside his 
desk five folders from his reference file. As he gets a few minutes during the day, 
he glances through one of these folders. His purpose is twofold: If he is no 
longer interested in the subject the folder represents, he throws the folder in the 
wastebasket, making room in his file for live matter. If he is still interested, h’s 
interest is freshened and his imagination is stimulated. The folder is refiled, but 
not until the subject has “come alive” again. 

As soon as one batch of five folders has been disposed of, five more are sub- 
stituted, until he has been through his entire reference file. Some require only a 
glance; others a few minutes’ study; all are disposed of, one way or the other, over 
a period of three to four weeks. 

In the rush of business, many executives may be burying ideas, projects, “pros- 
pects,” in their files every day, which would be brought to light by an occasional 
file-cleaning of the type here described. 

—Management Briefs (Rogers & Slade) 


Multi-Purpose Office Tool 


IN ONE OFFICE, it was roughly estimated that 1,000 paper clips were used up 
for the following purposes: 


Poker Chips ......... oa ae a 
Holding Papers together .. 191 
Chains for the “eo ie ch a taes toi heneocuaiasacch WO 
| | ECE 
Fingernail Cleaners ....... Os oe OE 72 
Pipe Cleaners ...... ‘ae 
Toothpicks _.. 56 
Cuff Links 54 
MI, aoe sc eaae ccc sbedided tGarrader eaktses 43 
Hair pins 33 
Lingerie Clips ............ intitinenseieliubnacelndg ae 
Emergency garters . x 13 


TO ee ne ee | eee 


—Supervisors’ News Service 





CORPORATIONS contributed about 40 per cent of all the money collected by com- 
munity chests in 1950, reports the Russell Sage Foundation. 
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Sound Public Relations Aid Wage Negotiations 


peerage OF COMPANIES that have 
union contracts will find their re- 
lations with their employees and their 
communities put to a severe test dur- 
ing the next several months. Wage 
negotiations will be taking place in 
an atmosphere supercharged with 
economic and emotional uncertainty 
caused by war. Also, the pattern al- 
ready established in some industries 
may be difficult or impossible for 
others to follow. Under any circum- 
stances, wage negotiations present a 
major problem in public relations; 
today the problem is magnified many 
times. Intelligent use of public rela- 
tions can build confidence in and 
respect for a company among its 
workers and in its community. This 
pays big dividends during wage 
negotiations. It does a company little 
good to offer fair and sound terms if 
its employees and community don't 
understand or believe the terms are 
fair and sound. 

A company does not need to be 
big to profit from good community 
relations, nor does it need an elab- 
orate community relations program. 
Just keep the program pl ngs i 
it practical and follow a few general 
rules that apply to any company in 
any industry. Here are a few things 
to keep in mind against the time 
when wage negotiations come up: 

Don't rely on constant repetition 
of unadorned facts to make an im- 
pression on people. That may be the 
way to teach 2 + 2 = 4. It is not 
the way to develop favorable atti- 
tudes and opinions toward your com- 
pany. 

Don’t think that simple insertion of 
the word “you” into a category of a 
company’s position will make the 
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public accept that position. That is 
a shopworn device which never was 
very effective. 

Do try to express your story sin- 
cerely from the other fellow’s view- 
point. Ask yourself, “How would I 
react to this if I were one of the men 
in the plant? How would his wife 
take it?” 

Don't rely entirely on the printed 
word or the public statement to get 
your ideas across. Do use whatever 
personal approaches are practical, 
such as meetings, informal talks to 
groups of employees and community 
residents, even television and radio. 

Don't overlook the value of writ- 
ing to employees at their homes. This 
penetrates a lot of iron curtains be- 
cause wives read mail, too. 

Do make use of the entire manage- 
ment team to tell your story—works 
managers, foremen and _ supervisors. 
They know more people than does 
top management. 

Do keep newspapers as up to date 
as you can on what’s going on. Labor 
leaders are masters at that and it has 
paid off for them. 

Do be sure that your firm’s press 
relations man knows what’s going on 
and has discretion. _Newspapermen 
who come to think he does not know 
his business will think you don’t know 
yours either, or you would have kept 
him informed. 

Don't be trapped into an agreement 
to say nothing about developments 
in negotiations. Your opposition has a 
habit of offering such an agreement 
only when it, not you, will be the 
winner. 

Companies which observe these 
common-sense rules before, during 
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and after the wage negotiation period 
can count on one sure gain, regard- 
less of how the negotiations come out. 
They will stand out in the eyes of 


—Joun G. Mapes. Iron Age 


their employees and community as 
worthy of respect and confidence and 
not as a ruthless example of all that 
is wrong with capitalism. 


, November 16, 1950, p. 79:3. 


Women in Higher Positions—A Survey 


any higher-level positions that 
M were in former years considered 
“men’s jobs,” are today being held by 
women. Moreover, today there is a 
definite trend toward an increasing 
recognition by management that 
women should be judged on merit, 
and should be given the promotions 

‘and titles for which they qualify. The 

foregoing are two significant trends 
that emerge from a recent study con- 
ducted by the Women’s Bureau of 
the United States Department of 
Labor. The aim of the study was to 
obtain a current picture of women 
holding higher-level positions in four 
fields of work—department _ stores, 
home offices of insurance companies, 
banks, and manufacturing — in the 
Boston-Hartford area, Philadelphia, 
and Chicago. 

Significant numbers of women were 
found in higher-level positions in all 
fields surveyed, but only in depart- 
ment stores was there an even distri- 
bution of such jobs among men and 
women. In the home offices of the 
imsurance companies, women held 
one-fifth of the higher-level positions; 
in the banks and manufacturing firms, 
no more than 15 per cent of such jobs 
were held by women. 

In no category of business and in- 
dustry was the ratio of women to 
men in higher-level positions com- 
parable to the ratio of women to men 
in total employment. 

The classification “higher level 
jobs” as used in the survey covers a 
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wide range of responsibility levels, 
which must be taken into considera- 
tion in measuring the achievement 
of women in business. In general, 
the women in higher-level jobs in 
the fields surveyed were in the 
middle brackets. Only in insurance 
companies were the majority of the 
women at the lowest level of respon- 
sibility covered by the classification 
higher-level jobs. But, with the pos- 
sible exception of department stores, 
neither were they found to any large 
extent in the highest levels of respon- 
sibility. In the firms studied, not 
more than 4 per cent of the officers 
in any of the industries covered were 
women; in banks the proportion of 
positions with officer status held by 
women was almost negligible (de- 
spite the fact that nearly one-third of 
all higher-level positions in the banks 
surveyed carried with them officer 
status). In the production operations 
of manufacturing, few women were 
found above the forelady level. Only 
three women were actuaries in in- 
surance companies, and in banks 
comparatively few of the women 
were engaged in high technical or 
administrative positions. Only in 
stores were women holding highly 
responsible positions in substantial 
proportions, but even here few held 
positions at the top level. 

The belief that certain jobs are 
“suitable” favored women in certain 
fields. A business whose clients were 
women was considered a “woman’s 
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field.” Sometimes a generalization 
about women’s abilities, such as the 
belief that women are better on de- 
tail work, encouraged promotion in 
certain fields. 

In some cases, most notably engi- 
neering, World War II had opened 
new opportunities for women, pro- 
viding them with the special training 
they might not otherwise have re- 
ceived. The fact that even a small 


percent of the women so trained have 
remained in industry and have been 
successful has meant a growing ac- 
ceptance of women in these new 
fields. 

On the whole, the survey revealed 
that throughout industry, manage- 


ment men realize that prejudice and 
tradition often prevent their making 
full use of women’s skills, and that 
women are doing jobs which would 
entitle them to greater rewards of 
salary and title if they were men. 
This awareness, which may lead to 
a growing modification of attitudes 
ef policies, is in itself a long step 
forward. Much remains to be done, 
however, if business as a whole is 
to profit from the full development 
of the capabilities of its women em- 
ployees. That so many firms have 
discovered how much can be gained 
by helping women develop and use 
their talents, should be a challenge 
to others to do the same. 


—From Women in Higher-Level Positions. Bulletin No. 236. Women’s Bureau, 
United States Department of Labor. 1950. Available from the Superintendent 
of Documents, U. S. Government Printing Office, Washington 25, D. C. 88 

pages. 25 cents. 


Work-Injury Rates Hit New Low, Study Shows 


WORK-INJURY RATES in manufacturing and non-manufacturing hit a record low 
in 1949, according to a recent report by the United States Department of 
Labor’s Bureau of Labor Statistics. The average injury-frequency rate for all 
manufacturing decreased 12.8 per cent, from 17.2 injuries per million man- 
hours in 1948 to 15.0 in 1949. 

The rate is one of the lowest recorded in the Bureau’s 24-year injury-rate 
series, and represents a return to the low level of the years immediately before 
World War II. Rates for those years were 15.1 for 1938, 14.9 for 1939, and 
15.3 for 1940. 


Non-manufacturing industries showed less improvement in their injury record 
from 1948 to 1949 than manufacturing. Of the 76 separate mining and other 
non-manufacturing classifications for which comparable data were available, 
35 reported significant decreases, 21 recorded increases, and 20 showed little 
change. 

Only 8 of the 149 individual manufacturing industries had significantly higher 
injury-frequency rates in 1949 than in 1948, 28 recorded little change, and 113 
reported decreases of 1 or more frequency-rate points. Of this latter group, 
22 showed decreases of 5 or more points. 

—Labor Information Bulletin 10/50 





APPROXIMATELY two-thirds of the gainfully employed persons in key trades and 
manufacturing industry remain outside the area of organized labor. According 
to the latest figures, out of a total of 44,000,000 persons engaged in industrial, 
business, service, or public employment, 28,000,000 remain unorganized. 


—From an address by Eart Buntinc before the 20th National Association of 
Manufacturers Institute on Industrial Relations. 
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Manpower Planning for National Emergency 


S DEMONSTRATED in World War II, 
A one of industry’s prime mobiliza- 
tion problems is to make the best use 
of manpower during national emer- 
gencies. To assist management in 
directing attention toward the most 
likely problem areas in emergency 
manpower planning, the Policy- 
holders Service Bureau of the Metro- 
politan Life Insurance Company re- 
cently surveyed the managements of 
many key industries, as well as of 
interested Federal agencies, on their 
plans for assuming an effective role 
in the nation’s defense. 

Preliminary to their planning, many 

companies have found it advisable 
to record and review their complete 
World War II experiences, especially 
the account of actual problems and 
practical solutions worked out in 
maintaining maximum production. 
_ In many of the firms surveyed, the 
president acts as dircctor of mobili- 
zation. He is assisted by his prin- 
cipal administrative and operating ex- 
écutives for personnel, production, re- 
Search, finance, and sales. Mobiliza- 
tion problems are either considered 
On a committee basis or they are 
directed and coordinated individually 
by the chief executive, depending on 
the company’s operating policy. 

To avoid overlapping and duplica- 
tion of effort, most company mobili- 
zation directors advise the clear defi- 
nition of all planning responsibilities 
amd areas of investigation. This func- 
tion may be expedited through an 
appropriate steering committee. If 
the company has multiple plant loca- 
tions, it is customary to delegate local 
plant mobilization planning respon- 
sibility to the individual manager. 
Although the local plant manager is 
expected to consider all factors which 
would affect his operations during an 
emergency, his final plans are de- 
veloped in accordance with the gen- 
eral mobilization policies approved 
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by the home office. However, the 
plant managers usually have a voice 
in developing these policies. 

Mobilization directors state that a 
special effort is made to include at 
least two top executives who have 
World War II company production 
experience on their emergency plan- 
ning committees. 

Determining the company’s prob- 
able role during an emergency period 
is essential to practical mobilization 
planning. In determining this many 
factors are involved. It has been 
stated that over 70 per cent of Amer- 
ican industry would be cogeged in 
emergency operations parallel or 
similar to its peacetime activities. 
Industry and defense planners agree 
that American business can be divided 
into four main categories for emer- 
gency-planning purposes: 


(1) Basic Activities: industries essen- 
tial to our national economy, e.g., 
oil, coal, rubber, drugs. (2) Stand- 
ard Manufacturing Concerns, e.g., 
automotive and aircraft concerns, 
machine tool companies, food pro- 
cessors. (3) Special Class Produc- 
ers, concerns whose products and 
services are non-essential to war- 
time economy, e.g., toilet goods and 
costume jewelry. (4) Non-manu- 
facturing establishments, including 
retail outlets, distributors, financial 
institutions, newspapers and _pe- 
riodicals, home and_ household 
maintenance’ services, amusement 
places, etc. 


Completion of personnel surveys 
and _ military-status questionnaires, 
and their analysis, provide the basis 
for determining the size of the stable 
workforce. The emergency role which 
the company may be expected to play 
indicates the volume of labor needed. 
Management’s major personnel prob- 
lem will be to keep the gap between 
the stable labor force and emergency 
labor demands filled. 
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A carefully planned and admin- 
istered program of work simplifica- 
tion can contribute materially to more 
efficient use of manpower. The per- 
sonnel director of an insurance com- 
pany, while discussing emergency 
personnel problems, stated _ that 
through work simplification, some 
operating sections had been able to 


—Manpower Planning for National Emergency. 


maintain tull loads with a 25 to 35 
per cent reduction in staff. 

Job analysis and operational studies 
will usually reveal many areas where 
labor substitutions can be effectively 
made. Employment of women, the 
aged, and the handicapped frequent- 
ly permits the shifting or release of 
able-bodied men for more effective 
use. 


Policyholders Service Bureau, 


Metropolitan Life Insurance Company, New York. 68 pages. (Issued to Metro- 
politan Group Policyholders; limited supply available to fill requests of other 
executives. ) 


When War Takes Your Employees 


HE potential loss of employees to 

the armed services is one of the 
biggest immediate problems facing 
business men. Selective Service 
quotas have been raised. More and 
more reservists and National Guards- 
men are being called. Universal 
military training for 18- and 19-year- 
olds is a distinct possibility in 1951. 
Whether you're a manufacturer with 
several hundred employees or a re- 
tailer with only three or four, you 
face a manpower replacement prob- 
lem or even.a worker shortage in the 
near future. 

Present thinking in Washington is 
that business would be wise to pre- 
pare alternate plans—one for partial 
and another for complete mobiliza- 
tion. What about your specific case? 
The solution to your problem will lie 
in four courses of action: 

1, The recruiting of personnel, whether 
now in the labor force or not. 
On-the-job training of workers al- 
ready employed. 

Broader job analysis to adapt opera- 
tions to fit a different sized or less 
skilled workforce, or both. 

4. Revision of personnel policies. 

The initial inventory of your work- 

force should be*made with a view to 
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the future. The immediate question 
is who’s in the reserve or National 
Guard and who's in the 19-26 age 
bracket now subject to the draft. 
Check the possibilities of deferment 
for such reasons as key executive 
position, irreplaceable skill, or physi- 
cal unfitness to serve. But Selective 
Service also advises that you inven- 
tory your 26-35 age group as “prob- 
ably to be liable for military service 
in an emergency.” The Labor De- 
partment has prepared a list of cri- 
tical occupations and the Commerce 
Department a roster of essential in- 
dustries, both of which will be useful 
to employers in making requests for 
deferment of skilled and key per- 
sonnel. 

As a next step, you should survey 
your local labor supply (individually 
or in cooperation with other organi- 
zations in your community). Deter- 
mine: What workers with the apti- 
tudes you need are likely to be avail- 
able in six months? Will you have 
to look outside your own community 
for those with skills you need? How 
far will you have to look? 

You might find in the vocational 
departments of your local schools and 
colleges a valuable untapped source 
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ot personnel. Students can be used 
for part-time work during the school 
year or full-time during vacation pe- 
riods to fill shortages. The advan- 
tage is the draft-deferred status 
granted them as already expressed 
in Selective Service policy. 

Review your present personnel 
policies in the light of new condi- 
tions. Not every change will be in the 


direction of leniency, of course. Thus, 
some plants are already reducing or 
eliminating vacations to meet imme- 
diate needs. Others are adding sec- 
ond and third shifts, and hiring older 
workers. Overtime is becoming more 
commonplace. Some firms with pen- 
sion plans which provide for com- 
pulsory retirement are seeking to 
change such clauses. 


—joun W. Wuirt.esey. Nation’s Business, October, 1950, p. 31:4. 


Factors in Improved Position of Workers, 1941-50 


THE WEEKLY PAY CHECK of a married factory worker with two children, even 
after higher taxes and the postwar rise in living costs, now commands 27 per 
cent more goods and services than it did in January, 1941, according to a recent 
Conference Board analysis. However, “real” weekly take-home pay is still 3 to 
5 per cent below World War II highs, when the average workweek was more 
than half a day longer than now. In addition, workers can now buy many 
types of goods and services which left the market during World War II. 

These wage comparisons do not take account of longer paid vacations and 
higher pensions which place factory workers in a more advantageous position than 
at any previous time, the Board notes. Close to full employment also makes 
their present bargaining position strong. 

Net spendable weekly earnings’ (weekly earnings after deductions for income 
and social security taxes), in current money terms, have continued upward almost 
steadily throughout the postwar period. In mid-1950, a single worker earned 
about $51 a week after taxes, as compared with net earnings of $25.41 in January, 
1941, and $39.40 in January, 1945, the wartime peak. Current disposable earn- 
ings of a married worker with two children amount to about $57 a week. This 
is about 117 per cent higher than prewar and 27 per cent higher than during 
the war. The “real” purchasing power of earnings available to the production 
worker shows “a more modest gain” over prewar levels, according to the study. 





The Plant Editor's Role in Employee Communications 


THE TALENTS of the industrial editor should be put to work in employee com- 
munications media other than just the plant publication, Frederick Bowes, Jr., 
director of public relations and advertising, Pitney-Bowes, Inc., told a recent 
meeting of House Magazines Incorporated. Media through which editors can 
work outlined by Mr. Bowes include: 


Employee meetings, in which the president or other company executives dis- 


cuss company operations with employees. The editor can help prepare facts for 
the speakers and also add drama to the meetings by setting up an audience 
question box or similar device. 

Labor-management committee meetings. Here the editor can serve in two 
ways: (1) by dramatizing the meeting in his publication; (2) by planning and 
setting up visual displays for use in the meeting. ‘ 

Plant open house. The editor can work with the personnel director by creat- 
ing signs for machines, slogans, etc. Financial reports and letters to employees: 
The editor can rewrite reports to be readable and interesting to employees. 


—HM-Eye 11/50 
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Human Relations 


| eg EMPLOYEE-RELATIONS program 
at Avondale Mills, in Alabama, has 
one aim: to help workers feel a justi- 
fied security because of a partnership 
relationship. Broadly, the over-all 
program might be broken down into 
four classifications which, due to 
space limitations, may be only briefly 
outlined here: 


I. Tue Securtry PROGRAM: 


Profit Sharing. Here’s how the plan 
works: Net profit for the precedin 
12-week period is determined, vm. 
5 per cent per year on the stock- 
holders’ investment is divided 50-50 
between employees and company. An 
employee may participate after 12 
weeks’ employment. His share of 
profits is arrived at on a percentage 
basis. The total amount of profits to 
be divided among eligible employees 
is compared to the total payroll of 
such employees for the accounting 
period. The result is expressed as a 
percentage. The employee's earnings 
for the period are multiplied by the 
percentage figure to arrive at the 
share of profits due him. He is paid 
by separate check each four weeks. 
Results: More than $10.5 million has 
been paid to employees, in addition 
to their wages. Profit-sharing checks 
have run as high as 41.5 per cent of 
wages. 

Home Ownership. Besides selling 
its 932 company-owned houses to 
workers, Avondale has helped em- 
ployees buy or build about 1,600 
other homes. A worker can finance 
a home in two ways: (1) by applying 
for a loan from the Federal Credit 
Union at the mill; (2) by asking the 
company for a loan. More than 
$2,000,000 is due the company now 
for home-ownership loans to em- 
ployees. Financing is at 4 per cent 
per year on the unpaid balance. 
About 8 out of 10 Avondale workers 
are now home owners or members 
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at Avondale Mills 


of families that own their homes. 
Retirement. Almost $6,000,000 is 
set aside for employees’ retirement. 
The trust fund, started in 1944, is 
supplied with annual payments out of 
company earnings. Workers do not 
contribute to the fund. After 10 years 
of continuous service, one-half the 
amount in a members account is 
vested in him. For the next 10 years, 
another 5 per cent per year is vested 
in him. Any time after the first 10 
years, the member can quit and elect: 
(1) to receive a small cash payment 
for his vestment in the fund, or (2) 
leave the money with the trustee until 
he reaches retirement age. At retire- 
ment age, the member can obtain, 
cash payments or buy an annuity. The - 
retirement plan has paid 307 mem-? 
bers or members’ families $297,212.38" 
since 1944. i 


Il. Tue HEALTH PROGRAM: 


Drummond Fraser Hospital in 
Sylacauga is the center of the health” 
program. It is a well-equipped hos- 
pital with 38 beds and a staff of 16 
professionals. It is approved by the’ 
American College of Surgeons. The™ 
hospital is owned and operated by 
Avondale Mills on a self-sustaining” 
basis. It is available to an Avondal 
worker or his family in any of the 
Avondale communities. Medical, sur 
gical, and hospital services cost a 
individual worker 43 cents a wee 
and the head of a family 62 cents a 
week, paid through a group-insuranc 
plan. 


Ill. THe RECREATION PROGRAM: i 
In nearly all the mill communities, 
there are community buildings andl 
athletic clubs that serve as centers 
of off-the-job activity. Each mill has 
its own athletic program. Expenses 
involved are paid out of the small 
profits earned by the “dope” wagons 
that circulate through the mill to 





serve lunches, candy, soft drinks to 
workers on the job. 


IV. THe CuLruraL PROGRAM: 


A cooperative college-attendance 
program, adult-education classes, 
concerts, music-appreciation and par- 
ticipation programs, libraries, and 
reading rooms all contribute to com- 
munity life. Of necessity, the cul- 
tural program is basically one of 
education and inspiration. One of 
the broadest ramifications of the 
profit-sharing plan is a strong lesson 
in “I am my brother’s keeper.” If 
one mill, for example, is running six 
days a week and making a profit and 
another is on short time and showing 
no profit, workers in the profit-mak- 
ing mill share company-wide profits 
equally with the no-profit mill. 

In a nutshell, the program works 
because Avondale works at it. To 
begin with, it is administered with 
astonishing sincerity, openness, and 
enthusiasm. Management has no 
hesitation about telling any worker 
the exact status of the company. 

—P. M. Tuomas. Textile World 


“Tell °em just where we stand, and 
why we stand that way. Above all, 
tell ‘em the truth.” Those orders are 
from topside and are carried out. 

Before Avondale’s program is 
adopted by other firms, some self- 
scrutiny is in order. A _ few 
essentials might be the following: 
(1) Stockholders must be willing to 
forego the speculative angle of own- 
ing stock and be satisfied with year- 
after-year limited earnings. (2) Man- 
agement must be willing to become 
sincerely its “brother's keeper.” Labor 
exploitation is out. (3) Manage- 
ment must be willing to carry out a 
continuing intensive educational pro- 
gram to gain worker response and to 
cultivate worker self-respect. Any 
suggestion of patronage must be 
sedulously avoided. (4) And very im- 
portant: Management must be of 
such character that a reflection of its 
attitudes and habits of thought all 
the way down the line would be a 
forceful stimulant to better working 
and better living. 


, Vol. 100, No. 10, 1950, p. 121:8. 


How to Rank and Price Management Jobs 


\ management payroll dollar is 
the most important one you have 
to spend. 
erly? Most firms have to guess at the 


Are you spending it prop- 


answer. But our company, Schick, 
Iné., Stamford, Conn., knows. The 
procedure Schick used in setting up 
its ranking program for management 
jobs is outlined below. 

Set up a job evaluation committee. 
Get full top management support and 
understanding of the need and the 
basic principles. 

Set up “rules of the game” with 
the committee. Make it clear that 
the committee will approve every 
step taken. The job is 100 per cent a 
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cooperative venture. Define “man- 
agement jobs.” Rule out top jobs, so 
committee members won't try to 
evaluate their own jobs. 

Get job descriptions showing what 
you really pay the man for. Use short 
sentences, active verbs. Watch length. 

Duplicate descriptions (with job 
titles) on 5 X 8 cards sorted so all 
jobs in each major function of the 
business are together. Give one set 
to each committee member. 

Start ranking with “easy” groups of 
jobs. Get men to sort their cards in- 
dependently, and decide on the order 
of each whole job’s importance to 
firm. Then write rankings on a black- 


The Management Review 





board. List names of committee mem- 
bers, and the order in which they 
ranked the jobs. You'll find about 75 
per cent agreement almost every 
time. Go on to discuss and settle dis- 
agreements. Repeat for next easiest 
department, then combine your first 
two rankings. Continue procedure 
until all groups of jobs are ranked. 

Combine your two or more big lists 
of ranked jobs. This gives you the 
final rank order of all management 
jobs. Work from the smaller list, if 
there is one, feeding into the larger, 
one job at a time. 

Graph actual salaries paid for all 
management jobs. This will give your 
management salary curve, if you draw 
a smooth line of “best fit” through 
the points you have just plotted. 
Make the graph like this: On the left 
side (vertical), mark off dollars of 
salary, and along the base (horizon- 
tal), write the names of all the jobs 
in rank order, from lowest (far left) 
to highest (far right). 

Add to your graph the results of 


any local and national wage surveys 
you can use. 

Compare and analyze wage figures 
by putting your three curves on a 
single sheet of graph paper. You will 
then see how your present salary 


levels compare, in general, with local 
and national levels. At this point, 
also check what’s happened to salaries 
in relation to living costs. 

Set up salary ranges and merit in- 
crease policies. Aim for ranges that 
are broad enough to offer incentive, 
but not so broad that the — 
puts too many jobs on the same level. 
Don’t cut men whose salaries “ce 
over-ceiling, but also don’t raise them 
further out of line. Try to promote 
them to jobs where they will earn 
what youre paying them. Watch 
out for legal pitfalls, too—the Fair 
Labor Standards Act (federal wage- 
hour law) especially. Check state 
laws, ioo. 

Tell the men «jected where they 
stand. Get each major executive to 
talk to each management man under , 
him, reviewing the whole program, } 
and telling him how his specific job 7 
fits in. : 

Follow up, so the program is kept © 
alive and useful. Get each member ” 
to alert you to changes in job content ~ 
or assignments that he makes, or jobs 
that he plans to fill with newly hired 
men. Check these over with commit- 
tee men. If changes are called for, 
meet and slot the job into its proper 
place. 


—R. C. Smytu. Factory Management and Maintenance, November, 1950, p. 115:3. 


How to Start an Apprentice Training Program 


UNDER TODAY's conditions, many companies are suffering acutely from the lack of 
the “good, all ‘round young man” such as we used to keep on hand in the old 
days. He was on hand in the old days because we made it our business, by formal 
or informal plan, to develop him. It’s the one dependable way. 

The following are seven basic steps for setting up an apprentice training 
program: 

1. Pick a minor executive to take charge of the training. Not too young—he 
must know, through experience, the class of work each apprentice is doing and 
its relative value in the over-all program. Not too old—he must be able to cir- 
culate freely among the boys and maintain contacts with the foremen and the 
school. 


2. Consult your Superintendent of Schools and explain your problem to him. 
You will need classroom work in certain subjects, and he can tell you how the 
existing school facilities can best be utilized to meet your needs. 

3. Have the shop searched for prospective candidates who meet all the require- 
ments, and make no exceptions. Adherence to the stated requirements, to the 


January, 1951 





thoroughness of training, and to the subsequent placement and promotion of your 
graduates will, as time goes on, attract young men to your plant. 

4. Prepare the necessary forms. These include the application for apprentice- 
ship, the apprentice agreement, the conditions of apprenticeship, the foreman’s 
report, the work record, the apprentice report, etc. 

5. Arrange the shopwork schedule of your apprentices to fit in properly with 
your shop operations on the one hand and the classroom work on the other. In 
machine-tool apprentice training courses the required classroom work consists of 
not less than 144 hours for each 2,000 hours in the shop. 

6. Keep current records on the various forms you decide to utilize. Any lapse 
in this phase of the program may result in unreliable records. A wall chart 
showing the progress of all apprentices from department to department can be a 
good checking point for other records. This should be in a place of easy access. 

7. Set up a system to cover the costs of the program. Nearly all the work done 
by apprentices will be used and this fact should be taken into consideration. In 
some plants an extra time allowance is made on the work order for the various 
stages of apprenticeship—a larger allowance for the early stage and less for suc- 
ceeding stages. This increase in “allowed” time is charged against apprentice 
training. The remainder goes against the work order. 

Time spent in classroom studies, for which the apprentice is paid at his regular 
rate, is charged against an account number set up for that purpose. Non-produc- 
tive phases of shop work not chargeable against a regular work order, are recorded 
against a special account number set up for that purpose which can be used only 
upon special authorization. Cost of tool boxes and personal tools, part or all of 
which may be absorbed by the company, present no accounting difficulty. 


—Rosert B. CarMICHAEL in American Machinist 4/3/50 


Overtime for Exempt Foremen 


WITH TODAY'S DEMAND for ever-higher production to meet both defense and 
civilian needs, industry, in many cases, is extending its workweek considerably. 
To learn how firms in the Cleveland area, which is representative of such metro- 
politan centers throughout the country, are compensating their overtime-exempt 
foremen for extra work, the Associated Industries of Cleveland checked several 
firms there recently. The reports below are fairly typical of the replies received. 

Company A. We have a sliding scale: Foremen receiving salaries up to $370 
a month get 1.5 time; $375-400 a month, 1.4 time; $405-430, 1.3 time; $435- 
460, 1.2 time; $465-490, 1.1 time; $495-525, 1.0 time; $530 plus a month, 
no overtime. 

Company B_ Foremen get no overtime. Christmas bonus compensates them 
for overtime during year. Amount varies. 

Company C. Overtime at straight time is in four-hour blocks, and payable 
only for Saturday afternoon, Sunday morning, and Sunday afternoon. 

Company D. If foremen work 48 hours per week, they are given 10 per cent 
of salary; if 56 hours, 20 per cent of salary. 

Company E. Foremen part of management. No overtime paid. 


—Associated Industries Newsletter 10/15/50 





MANY COMPANIES are now reporting to employees not for one year alone but for 
three, five, or 10 years in each report. Isn’t this desirable? A single year’s distri- 
bution might otherwise lead to exaggerated hopes or unjustified fears. In 1945, a 
“prosperous year,” 25 per cent of all corporations lost money. In some years, 50 
per cent lost. But they don’t lose every year or show profit every year in most 
cases. The longer period report encourages people to take the long view as well 
as the short view. 


—Royat Parkinson in Industry 8/50 
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Regional Differences in Jobs, Income, 
and Migration, 1929-49 


HE NET EFFECT of 20 years of econ- 
| pate change has been to reduce 
somewhat the disparities which ex- 
isted between the different states and 
geographic areas of the country in 
1929. Extreme differences in eco- 
nomic well-being which were visible 
in different parts of the country at 
the end of the prosperous 1920's had 
been greatly reduced by 1949, though 
they had by no means disappeared. 
All parts of the country share in a 
higher economic level than in 1929; 
but New York is not as far above the 
average, Mississippi is not as far 
below. 

People are still better off, on the 
average, in the North and West than 
elsewhere, but sharper percentage 
gains in other regions have narrowed 
the difference. Manufacturing acti- 
vity has grown rapidly in the South; 


increased farm profits have raised the 
level of living in agricultural regions; 
and large numbers of people in the 
poorer areas have migrated in search 
of greater opportunities, especially to 
the North and the Pacific Coast. 


Between 1939 and 1947, all the 
relatively large increases in factory 
jobs, of 80 per cent and more, oc- 
curred in states west of the Missis- 
sippi. Although many of these in- 
creases were on so small a base as 
to be inconsequential, the big per- 
centages in Texas and California 
represented 117,000 and 259,000 more 
jobs, respectively, in 1947 than in 
1939. Outside the North, only those 
two states increased their number of 
factory jobs by more than 100,000. 

Though none of the older industrial 
states made percentage gains com- 
mensurate with those in the West, 
the number of manufacturing produc- 
tion jobs added in 10 large Northern 
states amounted to two-thirds of the 
total national increase between 1939 
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and 1947. The industries essential 
to war, to postwar reconstruction, and 
to the production of consumer dur- 
able goods are located primarily in 
the North, and it is there that they 
expanded. The North also accounted 
for the large increases in most other 
industry groups, and rises of hun- 
dreds of thousands of jobs are re- 
corded from Massachusetts to Wis- 
consin. 

Between 1935 and 1940, an eighth 
of the population changed their 
county of residence. From 1940 to 
1946, about the same _ percentage 
moved, but they moved farther— 
three-fifths of them from one state 
to another. The rate of migration 
continued very high during the post- 
war boom. 

Fourteen states gained migrants 
from 1930 to 1940, and also from 
1940 to 1949—gained, that is, whether 
economic activity was at a low or a 
high level. Nine of these states were 
in the North; the others were Florida 
and four states in the Far West. 
States that lost by migration durin 
both periods stretch from anak: 
vania and West Virginia through the 
Appalachians and the Southeast (ex- 
cept Florida and Louisiana) and up 
across the plains to Montana. The 
Northwest region as a whole lost 
people steadily. 

The migration losses did not neces- 
sarily mean reduced population in 
the regions concerned; in most of the 
states with out-migration the excess 
of births over deaths more than off- 
set the losses by migration. From 
North Dakota to Oklahoma and 
Arkansas, however, the States actually 
lost population, or just held their 
own, between 1929 and 1949. In the 
1940's, Kentucky and Mississippi also 
lost population. The Northwest region 
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as a whole gained 5 per cent in the 
20 years ending in 1949 (compared 
with a national increase of 21 per 
cent). The Southeast, owing chiefly 
to its high birth rate, gained about 


20 per cent. The industrial North, 
with a lower birth rate but a net in- 
migration, gained some 17 per cent. 
The Far West gained nearly 75 per 
cent. 


—Monthly Labor Review, Vol. 71, No. 4, p. 433:5. 


Unread Contract Booklets 


THE ALL-TIME BEST SELLER almost nobody reads is the bound copy of the labor 
agreement. Labor relations men and union officials admit that three out of five 
first-stage grievances are time-wasters, initiated by workers who have not read 
the writin’ in the union pacts. That’s why there’s a move afoot to dress up 
contract booklets, make them more legible, ginger them up in format more 
appealing to the visual and liters -’ taste of the average worker. Here’s how: 

Size of contract booklet shoula not be so small that it can easily get lost. 
In many firms, the old 34” X 5%” booklet is giving way to the 44” 6%”. 

Covers can be made more attractive in a variety of ways. Photographs are 
sprouting on agreements. One boat manufacturer has a picture of the launch- 
ing of a submarine on the cover. 

Bright colors are another innovation. 
by bright greens, reds. 

Typeface of union contracts is getting bigger and more legible with plenty 
of white space between lines and paragraphs, and more subheads. Ten, 12 
and 14 point types are coming more into vogue; so don’t let your printer sell 
you a lesser size. 

Information besides the contract clauses should be included. One firm has 
a pictorial layout of its various products, brief descriptions of their importance 
to the business economy in the back of its booklet. 

An index is an important item that helps workers to use their booklets more 
effectively. 


Drab grey covers are being replaced 





—LAWRENCE SteEsstn in Forbes 8/15/50 


New Report on Cost-of-Living Wage Pacts 


LABOR AND MANAGEMENT groups wishing to gear wages to the cost of living will 
now have available to them as a convenient guide in negotiations a pamphlet re- 
cently issued by the Labor Department’s Bureau of Labor Statistics, entitled 
Cost of Living Adjustments in Collective Bargaining. This booklet is available 
gratis from: Bureau of Labor Statistics, New York Regional Office, Suite 1,000, 
341 Ninth Avenue, New York 1, N. Y. 





AMA MIDWINTER PERSONNEL CONFERENCE 


The Midwinter Personnel Conference of the American 
Management Association will be held on Monday, Tuesday, 
and Wednesday, February 26-28, 1951, at the Palmer 


House, Chicago. 
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The Purchasing Department Reperts to Management 


HE FUNCTION of a report to man- 
Siceaten by the Purchasing De- 
partment is that of supplying essen- 
tial information which helps manage- 
ment understand the current business 
situation, the services performed by 
the Purchasing Department, and the 
cost of such services. 

Purchasing reports may be made 
quarterly, semi-annually, and annual- 
ly. In our company, J. M. Huber 
Corporation, New York, we do not 
cover all points quarterly, but we 
present (1) an analysis of the dollar 
value of purchases, (2) cash dis- 
counts, (3) inventory variation and 
turnover. For the semi-annual report, 
we add (4) a work analysis, and (5) 
waste, scrap and salvage disposal 
report. The annual report has, in 
addition to the above items, (6) an 
analysis of Purchasing Department 
costs, (7) a comparison of purchases 
to sales, and (8) a written summary 
covering statistical material, depart- 
mental personnel, summary of the 
years work, and objectives for the 
following year. These eight points 
are discussed below. 

The analysis of dollar value of 
purchases by divisions or locations, 
and comparison with previous periods 
(quarter, semi-annual, or annual) 
gives management an accurate pic- 
ture of money spent by the Depart- 
ment. 

The summary of cash discounts 
earned indicates the trends in the 
money supply situation. Assuming 
that all discounts are taken, an in- 
crease of cash discounts reflects a 
tightening of the money market. 

Inventories should be summarized 
by plant or division so that manage- 
ment can see trends and variations 
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at a glance. As important as the 
dollar value of inventories is the 
matter of turnover. Inventory turn- 
over should be confined to items or 
groups of items which are control- 
lable as to quantity and activity. 

Our firm has two ways of analyzing 
the amount of work done in the Pur- 
chasing Department: (1) by analysis 
of the purchase orders issued; (2) 
by analysis of the number of invoices 
passed for payment, with a further 
breakdown in the invoice study by 
an analysis of the number of invoices 
under $5—a check on the amount of 
paperwork done in processing small 
orders. We use these figures to 
evaluate our personnel req)1irements 
at the various plants. 

The waste, scrap and _ salvage 
disposal report opens the eyes of 
management to the possibilities of 
preventing losses through careless 
handling of waste, scrap, used and 
obsolete equipment. 

Once a Purchasing Department is 
properly organized, its operating 
costs will directly reflect an increase 
or decrease in purchasing activity. 
Evaluation of this item depends on 
total purchase volume and workload. 

The relationship of purchases to 
sales may be shown in several ways. 
A summary of total purchases to sales 
gives management a picture for the 
total operation. We go further, by 
breaking down this figure into sum- 
maries by divisions or locations, in 
such a way that management can 
make direct comparisons of individ- 
ual operations. Efforts to reduce the 
ratio of consumption to net sales is 
a combined function of Purchasing, 
Laboratory, and Production. It re- 
flects price changes, the use of cheap- 
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er or substitute materials, improved annual report should also contain a 
design or reformulation. Reduction summary of the progress made dur- 
of ratio of cost of materials used to ing the past year and an outline of 
net sales should automatically result objectives for the coming year. An 
in increased profits. outline of the major problems should 

The final part of the Purchasing be included, and a forecast of future 


market conditions, with particular 
emphasis on major items purchased. 
Management should be told the 


Department report to management 
should consist of a written summary, 


which interprets the statistical data jeans by which the Purchasing De- 
simply and effectively. Once a year, partment can increase its efficiency 
the Department’s personnel and their through changes in policies and 
abilities should be reviewed. The procedures. 


—E. M. Krecu. Purchasing, November, 1950, p. 90:4 


Cost-Saving Ideas at Cadillac 
VENDOR SUGGESTIONS for changes in materials and methods during World War II 
proved so helpful to the Cadillac Motor Car Division of General Motors that the 
welcome sign is out for cost-saving ideas the year round. 

A “Trials and Tests Group” of five men, all specialists and shop men answer- 
able only to the assistant works manager and the master mechanic, test every idea 
—from employee or from vendor—and have the authority to put worthwhile ones 
into practice. They make continuous tests of methods, tools and materials within 
the p!»nt to lower costs and improve the Division’s own products, and the group’s 
help .s often sought, especially when troubles arise. 

Trials and Tests welcomes suggestions, maintaining an open mind as to what 
may or may not be accomplished by the proposed change. If the suggestion 
appears to merit trial, tests are run in actual production and careful records are 
kept of results. 

The group does not maintain a laboratory—it uses the shop itself because tests 
are almost invariably made on the particular job where the ideas will be used if 
successful. This is done so that it does not interfere with regular production, 
even temporarily, to any significant degree. 

In many cases, vendors not only witness tests but make invaluable suggestions 
based on their own experience in more or less parallel cases in other shops. Some- 
times they even supply special tools for trials. 

Each of the five men in the group specialize in certain types of work but they 
often pinch-hit for each other. One man specializes in cutting tools, a second 
specializes in welding. A third is a specialist in materials-handling methods and 
the fourth deals with a variety of mechanical and processing problems with which 
others are less directly concerned. Finally, the fifth man supervises the activities 
of the other four, reports to superiors, aids in keeping records, and sees that the 
group lends cooperation where it is needed. 


—T. Norman CHAMBERS in American Machinist 8/7/50 





AMA SPRING PRODUCTION CONFERENCE 


The Spring Production Conference of the American 
Management Association will be held on Monday and Tuesday, 
March 26-27, 1951, at the Waldorf-Astoria, New York. 
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Supervisory Checks on Production Efficiency 


RODUCTIVITY is a key word in indus- 
try today, since management is 
faced with the vital problem of pro- 
ducing enough materials for the civil- 
ian market and, at the same time, 
meeting a schedule on military re- 
quirements. Raising productivity 
means producing more with the facili- 
ties and resources at hand, but in an 
intelligent manner, and doing it not 
by raving and ranting. The intelligent 
approach involves compiling a list, 
such as the following, of factors that 
affect production and then consider- 
ing how best to deal with them: 
1. Materials Received by Your Depart- 
ment 
Are they being received on time and 
in proper condition? 
Does the foreman of the depart- 
ment ahead of yours know what 
your requirements are? 
Can you give him any suggestions 
that will facilitate the movement of 
materials? 


2. Materials in Your Department 


Are you utilizing both machines and 
men to best advantage? 
Are you mindful of the depart- 


mental accident hazards in this 
period of accelerated activity? 

Is your housekeeping up to stand- 
ard? 

Are you keeping your superior in- 
formed of the bottlenecks, delays, 
and breakdowns, which occur and 
for which he may have a solution? 
Are your assistants given the neces- 
sary information and explanations 
concerning the departmental prob- 
lems which will help them to carry 
a part of the production load and 
relieve you of details? 

Are you aware of any petty griev- 
ances and gripes in the depart- 
ment; and, if so, have you done 
anything to clear them up? 

3. Materials Leaving Your Department 

Do they continually meet quality 
standards? 
Do you know what the next de- 
partmental supervisor's problems 
are, and is there anything you can 
do to help him move material 
through faster? 


Supervisors who take the time to 
determine the answers to such ques- 
tions as the above can increase mill 
productivity, reduce seconds, and 
lower the cost of production. 


—Macon Miter. Textile World, November, 1950, p. 192:1. 


Some Tips on Military Packing 


HE WARM waR has struck home 

with the impact of a 60-ton tank. 
Business is tightening its belt and 
trying to foresee the effects of partial 
mobilization. The President’s multi- 
billion preparedness program has 
awakened industry to the need for im- 
mediate adjustment to the situation. 

Logistics—the science of supply— 
which experts stress as crucial to 
U. N. military success, is looming 
large again on the industrial front. 
For the supply lines leading to stra- 
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tegic objectives in the Far East begin 
in the packing and shipping depart- 
ments of industry. 

Delivering the goods safely and 
securely becomes a problem of in- 
creased importance. Military speci- 
fications must again be met, packing 
operations streamlined, former do- 
mestic shipments strengthened for 
overseas transit; and all done with an 
eye to cutting costs. 

This problem of logistics should be 
met by a team of specialists—the 
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Materials Handling Engineer, Ship- 
ping Superintendent, and the Export 
Manager. Export men, in particular, 
are familiar with the bugaboos of 
long distance shipping. They realize 
that cargo is subject to damage at 
every turn in its journey through 
countless handlings from origin to 
destination. 

Firms which have concentrated on 
domestic distribution will probably 
face the more difficult adjustment. 
However, a few tips passed on by 
export men may be helpful in reduc- 
ing costs and stepping up efficiency. 

Soft goods should be prepacked in 
lightweight protective material and 
compressed into bales by means of 
steel strapping. This method makes 
them resilient, minimizing the degree 
of probable damage and maximizing 
the savings in gross weight and cubic 
volume. 

Cased goods should be grouped in 
the largest possible units convenient 
for handling and shipping. When 
transported in numerous small pack- 
ages, these goods generally take the 
most punishment. Unit loads, secure- 


ly strapped to expendable pallets, are 
perhaps the best answer to this 
knotty problem. Another solution 
based on the same principle has been 
offered by a Brooklyn, N. Y., export 
packing firm. They have designed a 
lightweight plywood van. These 
huge lift vans are constructed with 
internal framework, leaving no cleats 
or outside bracing to be snagged or 
damaged in transit. 

Many factors enter into military 
shipments besides size, weight, 
handling, and product value. Vulner- 
ability of the product or packaging 
to salt-sea air and water or extremes 
in climate conditions must be offset, 
also. Waterproofed linings for car- 
tons, absorbent materials within pack- 
ages, and corrosion resistant strap- 
ping should all be considered as 
means of insuring safe arrival. 

During World War II, government 
authorities specified steel strapped 
packaging for supplies such as food. 
clothing, arms, vehicles, and other 
vital material. This precaution pre- 
vented loss and damage, at the same 
time conserving precious storage 
space and providing faster handling. 


—Shipping Management, September, 1950, p. 23:5. 


Has Our Productive Capacity Increased? 


TO DETERMINE the extent of increase in productive capacity of American industry 
since the beginning of World War II, Mill & Factory recently surveyed all types 
and sizes of manufacturing companies. Highlights of the survey findings are 
presented below. 

The productive capacity of their companies is 100 per cent or more greater 
than the pre-World War II capacity, 26 per cent of the respondents report. A 
50 to 100 per cent increase in capacity is cited by 20 per cent of those replying. 

Eighty-eight per cent of responding firms handled war work, either prime 
contracts or subcontracts, during World War II. 

According to those who handled war work, 57 per cent said no changeover 
would be necessary in their plant facilities for war work, assuming they were 
asked to make products similar to those they made in the last war. Twenty- 
two per cent say that it would take them one to three months to change over. 

Thirty-four per cent of the respondents state that their present capacity for 
war material production is about the same as in the last war. Seventeen per 
cent claim to have a war production capacity 100 per cent greater than in 
World War II. 

Fifty-five per cent of the respondents believe it will be difficult to replace 
their employees in the 19-25 age group who will be drafted. 


—Mill & Factory 10°50 
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Air Transportation and the Sales Department 


DEFINITE TREND toward greater 
A use of airplanes in selling is in- 
dicated in the results of a recent 
Dartnell survey of the use of air 
transportation by the sales depart- 
ment personnel of 78 selected com- 
panies. This applies to all three 
methods of air travel—scheduled air- 
lines, chartered planes, and compeny- 
operated planes. Approximately 25 
per cent of the traveling by members 
of the sales departments of companies 
participating is done by air. About 
82 per cent of respondents indicated 
they believe air travel is less expen- 
sive or about the same as surface 
transportation. 

Many respondents say the im- 
portant factors in deciding about air 
travel are: How much time will it 
save? How much does that time cost 
us in salaries? 

Some contributors reported they 
found the use of chartered aircraft 
helpful. These companies needed the 
flexibility of a private plane and its 
ability to reach branch offices in 
towns not served by airlines, but this 
need was not frequent enough to 
justify purchase of a plane. 

Companies operating their own 
planes are generally enthusiastic; a 
recent survey indicates that there are 
now 6,700 business firms using planes, 
compared with 150 in 1940. These 
planes are mainly used to fly sales 
executives to meetings with regional 
sales managers and to permit closer 
coordination between home and field 
selling groups. Some contributors 
reported that their plane was ex- 
tremely successful when used to bring 
important customers to the factory. 
This is particularly popular with 
manufacturers of large, made-to-order 
items which involve a considerable 
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amount of engineering and financial 
consultation. 

Almost 100 per cent of respondents 
to the Dartnell poll said it is left to 
the individual’s judgment when to 
travel by air. In a few cases the use 
of individual judgment is reserved 
for the managerial force, while sales- 
men need the approval of their 
supervisor. Trips which require the 
salesman to be away from his base 
for a few days, or trips longer than 
300 or 500 miles, usually need no 
authorization by a higher authority. 

Over 32 per cent of the companies 
reported that they consider travel by 
air to be less expensive than other 
methods. Only 18 per cent thought 
that it was more expensive, while 50 
per cent believed it to be approx- 
imately the same. Of the 18 per cent 
who thought that it was more expen- 
sive to travel by air, one-half owned 
their own planes. 

Cost of aircraft operation is in 
direct ratio with the number of hours 
in use throughout a year. There are 
certain fixed costs, such as hangar 
rent, insurance, and depreciation that 
go on if the plane is in use or not. 
Gas, oil, and maintenance costs vary, 
of course, with the amount the plane 
is in use. Gasoline consumption 
differs with the type and size of the 
plane. A single-engine aircraft will 
consume between 7 and 8 gallons 
per hour while a twin-engine plane 
will expend about 10 gallons per 
hour. The pilot's salary ranges be 
tween $5,000 and $9,000 a_ year, 
depending on his experience and type 
of plane operated. A single-engine 
plane operated approximately 500 
hours annually will cover about 80,- 

(000 miles while the larger plane with 
two motors and more speed will cover 
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90,000 to 100,000 miles of travel. DC-3's, estimate costs from $18 to 

Contributors to the study reporting $125, depending on extent of use, 
their cost of operation per flying hour methods of figuring depreciation, a 
estimate the range of costs to be from other direct and indirect. costs. e 


pilot’s salary is one of the major 
$5 os +0 per flying hour for the annual expenses of operating a com- 
single-engine plane. Companies op- pany plane. Some companies have 


erating twin-engine aircraft, ranging reduced this cost by — a local 
from five-place executive planes to pilot instead of hiring him 


ull time. 
—The Dartnell Corporation, 4660 Ravenswood Avenue, Chicago, IIl. 


Follow Through on Your Sales 


MANY SALESMEN of products other than industrial supplies and equipment are 
“one-time Charlies,” who make one call on their customers, deliver the merchan- 
dise, and extract the cash; and the sale is closed. But salesmen of industrial 
supplies can’t do this. As long as their firm’s products are in use, their sales are 
still “open.” Thus they must follow up on each sale. Here are some pointers 
for effective follow-up: 

(1) Check with your company’s shipping department to make sure the promised 
delivery date is met. If you find it can’t be, contact your customer immediately 
and explain why. (2) Check with your customer's receiving department, on your 
next visit, to make sure he got the order on time and in good shape. (3) See that 
any major equipment is set up properly and the customer's men are instructed 
how to operate it. (4):Make sure the necessary paperwork goes through your 
company properly. And when your customer hands you a gripe about the Kind 
of service he’s getting from your credit or billing department, make it your busi- 
ness to follow through until the matter is settled to his satisfaction. (5) Continue 
to suggest new applications for every product you sell. 

Industrial Distribution 9/50 


Color in Direct Mail Advertising 


FABER BIRREN presents the results of several studies which indicate that color 
pulls more returns than black and white in direct mail advertising.* He reports, 
for example, on a study made by one manufacturer, who tested colored envelopes 
to determine the number of responses and obtained the following percentages: 
blue 7.8 per cent, yellow 6.8, goldenrod 6.4, green 6.0, pink 5.8, and white 3.1. 
He reported another study in which colors were measured in terms of percentage 
of orders they produced. The results given were: goldenrod 21.42 per cent, pink 
17.83, green 17.82, white 17.29, kraft 15.89, and an old envelope (color not 
stated) 9.75. Birren reports still another study done by a milling company which, 
testing “return cards,” found that 50.6 per cent of the returns were cherry-red 
cards, while white and blue pulled 32.7 per cent and 16.7 per cent, respectively. 

—J. Wititiam Duwniap in Journal of Applied Psychology 8/50 


*In Selling with Color. McGraw-Hill Book Company, Inc., New York. 





A suRvEY by the Commerce Department showed that U. S. citizens spent a 
staggering $178,832,000,000 in 1950—about one-third of it on food. The nation 
also spent about 20 times as much on clothing accessories and jewelry as it did 
on religion and welfare, about 2% times as much on drink as on medical care 
and three times as much on tobacco as on private education and research. 


—Time 12/4/50 
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Factors in Determining a New- Product Policy 


N TODAY'S dynamic economy, new- 

product development is a major 
facet of competitive rivalry. Hence 
it is vitally important that economi- 
cally sound decisions be made on ad- 
ditions to company product coverage. 

Three problems encountered by top 
management in formulating polic 
on adding new products are: (1 
scouting out potential product addi- 
tions; (2) appraising these proposals 
and making the product selection; 
(3) launching each new product 
venture in a way that gives it a maxi- 
mum chance of success. 

For many companies, product re- 
search is the main instrument in 
developing a flow of promising pro- 
posals for candidate additions to the 
company’s product line. Other firms 
license new-product inventions or buy 
them directly from independent in- 
ventors and corporate research de- 
partments, or through professional 
“product finders.” Product proposals 
also come from customers, from the 
company’s marketing staff, and from 
independent inventors. The third 
management problem, namely launch- 
ing the new venture, involves ques- 
tions of refinement of the product 
design, selection of market targets, 
methods of distribution, pricing the 
new product, and making capital ex- 
penditures for production and market- 
ing facilities-which lie beyond the 
scope of this article. 

Top management's second problem 
—the appraisal of candidate product 
additions—is the central concern of 
this paper. Even in large, well- 
managed companies, the methods 
used in selecting product additions 
leave much to be desired. A survey 
of the experience of 200 leading 
packaged-goods manufacturers in the 
postwar development of new prod- 
ucts revealed that only 20 per cent 
of the products put on the market 
actually turned out to be money- 
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makers.* For most of these products, 


expectations had been too optimistic. 
This dismal experience showed that 
product innovation required more 
careful selection and more deliberate 
planning than these companies had 
anticipated. A rich mixture of market 
research, product testing, adequate 
financial resources, and persistence 
was needed. 

The pivotal test for the addition of 
a new product is its profitability. If 
profit maximization were the sole 
goal of the enterprise, this test would 
encompass all others, but pluralistic 
motivation makes the other goals 
relevant as well. The relevant con- 
cept of profits is incremental returns 
over the appropriate time period— 
i.e., what addition the product makes 
to company profits over the long run. 
The profit prospects must be ex- 
pressed in a form that allows sig- 
nificant comparison with alternative 
uses of labor, plant, and time. It is 
common practice to establish some 
standard of minimum acceptable 
earnings, but this floor should really 
be determined by profitability of 
alternative opportunities—i.e., by ex- 
ternal conditions. ; 

The major problem in estimating 
profitability is to make reasonably ac- 
curate projections of revenues and 
costs. Ideally, these should cover the 
expected life-span of the product; in 
practice, three to five years is the 
limit of visibility. Forecasts of de- 
mand and costs are extremely specu- 
lative for new products; indeed, they 
are much more so than many firms 
realize. In explaining the failure of 
new products, the 200 firms men- 
tioned above particularly emphasized: 
(1) inadequate market research, and 


(2) underestimated selling-cost re- 
quirements. 


*“The Introduction of New Products,” a survey 
made by Ross Federal Research Corporation, for 
Peter Hilton, Inc. 
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With respect to costs, the hardest 
estimates to make are those of de- 
velopment and _ selling expenses. 
Pressure to get the product onto the 
market may cut short the research 
needed to work all the bugs out of 
the product. This can be an expen- 
sive shortcut, since the bad impres- 
sions made on the first venturesome 
customers may cause delays and per- 
haps foreclose market acceptance. 

Products vary widely in forecast- 
ability; for some products, no refined 
calculations are possible at all. Con- 
sequently, any use of profit standards 
for appraising the candidate product 
is precluded. Taking on some prod- 
ucts is like making a bet on the 
horses. Decisions then must rest 
more completely on grand strategy 
and on criteria of acceptance like 
those discussed later in this section. 
' To determine how large an incre- 
_ mental profit should be to justify the 


addition of the product to the line 
requires some standard of adequate 
return. One standard is supplied by 
the competition of rival product addi- 
tions and rival internal investments 
of all sorts for the company’s limited 
resources. Under such a plan, a can- 
didate product will be rejected unless 
it promises a rate of return that ex- 
ceeds the next best use for funds. 
Another standard (where resources 
are not limited) is in terms of some 
historical return on investment. 

Some strategic characteristics that 
simplify decision-making on product 
additions are: (1) interrelations of 
demand for such products with de- 
mand for existing products; (2) use 
made of the company’s distinctive 
know-how; (3) use made of common 
production facilities; (4) use of com- 
mon distribution channels; (5) use 
of common raw materials; (6) bene- 
fits to existing products. 


—From an address by Jort Dean before the Philadelphia Chapter of the 
American Marketing Association 


Tips on Planning a Sales Meeting 


THE FIRST STEP in arranging for a sales meeting is to make a check list which 
will help you handle the details and account for the “must” arrangements easily: 
1. Arrange hotel reservations. For a sales meeting attended by out-of-town 
salesmen or distributors, obtain the names of all guests and their time of arrival 
as far in advance as convenient and notify the person in charge of reservations 
at the hotel—so that guests will be assigned rooms without irritating difficulties. 
2. Measure attendance carefully. You'll want a list of those attending each 
meeting. Attendance may vary from one session to another, so plan carefully for 
space accommodations to avoid the depression of empty seats and echoing spaces. 
3. Arrange seating in advance. 4. Get there early. 5. Obtain props. If you 
need an easel for charts, blackboard for sketching, lectern for speaker’s notes, 
etc., ask for them ahead of time, or they may be in use when you want them. 
6. Provide conveniences. You may want to have matches available on the tables 
—possibly cigars and cigarets. You may want to supply pencils and pads. Or 
furnish identification badges so that strangers may become acquainted more 

quickly. All these details have a part in the meeting. 
—S. E. Voran in Industrial Marketing 10/50 





AMA MARKETING CONFERENCE 


A conference of marketing executives will be held by the 
American Management Association on Monday and Tuesday, 
March 12-13, 1951, at the Waldorf-Astoria, New York. 
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Get Set Now for Fast Packaging Changes 


ILLED with if’s, and’s, and but’s, 
f today’s packaging situation is 
like international politics—it may boil 
over at any minute. 

Like generals in the field, manu- 
facturers must consider alternate 
plans of action, based on such pos- 
sibilities as: 

IF the present market continues, 
the No. 1 objective is to keep mak- 
ing packaging more attractive, 

AND to cut material and damage 
costs. 

BUT, if shortages develop, com- 
panies must be prepared for quick 
packaging changes and use of avail- 
able materials. 

To take the immediate situation 
first, most companies still regard the 
maintenance of attractive, economical 
packaging as their biggest problem. 

Chief trends in this direction are: 

1. Standardization. For reasons of 
economy and appearance, standard- 
ization of design and size is one of 
the major objectives of multi-product 
companies. By ingenious use of 
interior die-cuts, different and odd- 
shaped products are going into the 
same-size containers, cutting pack- 
aging inventories, and oe 
expensive tailor-made sizes an 
shapes. Added advantage for con- 
sumer-goods companies is the extra 
tie-in sales appeal! of “family” geen 
design, especially where similar pack- 
age shapes can be made another 
element of brand recognition. 

2. Use of new materials. Notwith- 
standing the present supply situation, 
manufacturers continue to analyze 
and revise existing methods of pack- 
aging and shipping. Already refrig- 
erators, washing machines, and other 
major appliances once automatically 
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assigned to massive wood containers 
are now almost uniformly shipped for 
domestic use in corrugated and solid- 
fiber boxes, or wood-reinforced cleat- 
ed fiberboard boxes. 

Fiber drums combined with metal, 
wood, or plywood—and in many cases 
lined with plastic materials—are de- 
veloping unusual markets. Chemicals, 
for example, are recent converts to 
fiber drums, which allow for sub- 
stantial savings in shipping weight. 
Textile fibers, dehydrated foods, and 
packaged liquid products continue to 
show up in a steady stream of—here- 
tofore—unlikely products. 

3. Relating package design to mate- 
rials-handling equipment. The pen- 
dulum has swung so far in the direc- 
tion of mechanized handling that, in 
some cases, packaging itself has not 
caught up. The job at hand is to 
find containers capable of being 
moved and stacked so as to get maxi- 
mum use of equipment. A long-range 
job, it means coordinating the facili. 
ties of package supplier, package 
buyer, and package buyer’s customer 
before the full benefits of both han- 
dling equipment and properly de- 
signed packaging are realized. 

That the international develop- 
ments of the next few months may 
change this approach is highly un- 
likely. Shortages, as the last war 
proved, breed new and more daring 
experiments, many of which linger on 
to become revolutionary in scope. 

A quickening of defense orders and 
materials shortages would indicate, 
though, that manufacturers who pack- 
age anything at all must be prepared 
for fast thinking in emergencies. If 
and when such ingredients of imagi- 
native packaging as private molds, 





special sizes, and rare inks go, manu- 
facturers will need stand-by designs 
and specifications to replace them 
quickly. 

Already, in defense orders alone, 
they are discovering that it is impos- 
sible to get away with standard 
domestic packaging for the remote 
places to which material must be sent. 
Quantities are changing with military 
needs. Most important, able ship- 
pingroom personnel—always at a 
premium—will be harder to get. 
Since, unfortunately, the best pack- 
age design in the world can be made 
or broken in its shipping effectiveness 
by the way it is handled in your own 
outgoing shippingroom, the need from 
here on will be for even more fool- 
proof design to overcome mishan- 
dling. 

To the (and 


package engineer 


parenthetically to the company which 
employs him), Robert G. Anderson, 
of Sperry Gyroscope Co., New York, 
recommends this way of proving the 
value of scientific packaging: 

1. Prepare cost-analysis figures. 

2. Prefabricate boxes to eliminate 
overtime at the end of the month. 

3. Conduct tests on all packages. 

4. Maintain close liaison with pro- 
duct engineers so that you can sug- 
gest minor product-design changes 
which will greatly affect packaging 
costs through less costly bracing. 

5. Advise your purchasing depart- 
ment on buying of packaging mate- 
rials. 

To manufacturers this advice is 
particularly significant: You can't 
have efficient, economical, and _at- 
tractive, packaging unless it is co- 
ordinated with every other product 
operation from the ground up. 


—Modern Industry, December 15, 1950, p. 38:7 





AMA NATIONAL PACKAGING CONFERENCE AND EXPOSITION 

The American Management Association’s 20th National 
Packaging Conference and Exposition will be held April 17- 
20, at the Auditorium, Atlantic City, N. J. 
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The Financing of Business Expansion: 


T: KEY to tomorrow's prosperity is 


capital formation. Most capital 
formation takes place under the aus- 
pices of private an It is there- 
fore a matter of concern to all that 
business should, somehow, in the face 
of a constantly limited supply of 
capital, find the funds for meeting 
its capital needs. 
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1946-49 


The Economic Policy Division of 
the National Association of Manufac- 
turers recently made a study of the 
financial history of American business 
in the years 1946 through 1949. Here 
are some of the major ‘conclusions of 
the study: 

1. New stock issues have furnished 
only a minute portion of the funds 
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needed for business expansion in the 
years 1946 through 1949. 

2. Retained earnings have been an 
important source of new capital, but 
this has resulted from a low level of 
dividends relative to other factors 
rather than from exceptionally high 
profits. 

3. Business expenditures for plant 
and equipment were high in 1946, 
1947, and 1948, and declined only 
slightly in 1949. Such expenditures 
were the most important cause of the 
needs for funds. 

4. Of the large business outlays for 
plant and equipment in recent years, 
more than half represented replace- 
ment of the capital consumed by 
operations during the same _ period. 
Less than half the total was a genuine 
net increment to the value of indus- 
trys fixed properties. 

5. In addition to its need for fixed 
capital, industry also used consider- 
able sums in 1946, 1947, and 1948 
for adding to its inventories and for 
financing sales to customers on credit. 
About one-third of the total require- 
ments for funds arose from these two 
types of activity. 

6. In 1949 the necessity for addi- 
tional inventories and for additional 
customer credit disappeared, thus 
greatly reducing the needs for funds. 

7. Debt financing of various types 


was a major source of funds in the 
postwar period prior to 1949. The 
amount obtained by borrowing was 
approximately equal to the funds 
needed for inventories and for cus- 
tomer credit. 

8. With the disappearance in 1949 
of the need for inventory accumula- 
tion and for furnishing additional 
credit to customers, net borrowing by 
the business community as a whole 
was terminated. Mortgage debt and 
bonded debt was increased in 1949, 
but this was more than offset by re- 
duction in other forms of debt. 

9. The slight reduction in corporate 
indebtedness in 1949 was due largely 
to non-recurring causes peculiar to 
that year. 

10. The 


1949 reduction in debt 


took place in all corporations as a 
group, in all manufacturing corpora- 
tions as a group, and in all but three 
of the 22 industry groups into which 
manufacturing is classified. 

11. Business in 1949 had surplus 


funds which it held in the form of 
additions to cash or government 
bonds. This was a universal tendency 
throughout all industries, with only 
minor exceptions. 

12. Unincorporated businesses, in 
the postwar period showed a tend- 
ency to switch gradually from debt 
financing to equity investment by 
proprietors. 


—Financing Business Expansion: The Record of Sources and Uses of Funds 

in the Period 1946-49. Economic Policy Division Series, No. 30. Available on 

request from: National Association of Manufacturers, 14 West 49th Street, 
New York 20, N. Y. October, 1950. 31 pages. 





rHE GOVERNMENT has started to control prices, yet a large part of the public 
thinks the government itself is primarily to blame for inflation and h‘gh prices. 
This was ascertained in a recent survey involving 5,000 personal interviews in 
as many homes throughout the country, conducted by The Psychological Corpora- 
tion. The poll showed that 49 per cent of those interviewed believed high gov- 
ernment spending and borrowing to be responsible for today’s excessive prices; 
18 per cent believed labor unions pushing up wages to be guilty; 14 per cent, 
high company profits; while 19 per cent were uncertain. In all income and 
educational groups, responses were in about the same proportion. 
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Economic Problems of Rearmament 


ROY BLOUGH 
Council of Economic Advisers 
Executive Office of the President 


HE KOREAN ATTACK of last June 

opened up an uncertain future in 
international relations, with three 
possible lines of development: (1) 
that international tension would 
erupt into full-scale open war, calling 
for a maximum military effort accom- 
panied by extremely large govern- 
ment expenditures; (2) that inter- 
national tension would subside and 
a general settlement be achieved, 
which would permit major reduction 
in the level of military spending; and 
(3) that the international tension 
would remain high for a long period 
of time without major war but with 
a high level of defense expenditures. 
Official policy was based—and neces- 
sarily based—on the last assumption. 

The economic effects of a rearma- 
ment program depend on its size, the 
speed of its growth, and the measures 
taken to meet the problems raised by 
it. Size is important because it de- 
termines what proportion of the eco- 
nomic power of the nation must be 
devoted to the defense effort. Speed 
is important, because it affects the 
rigor of the economic adjustments 
which must be made. A slow rate of 
growth in the rearmament program 
might be matched by increases in the 
total production of the economy, so 
that no general cuts would be re- 
quired in supplies to civilians. A 
rapid rate of growth in rearmament 
would necessitate sudden adjust- 
ments. Civilian sacrifices would be 
inevitable, and in some economic 
areas there would be temporary un- 
employment and lowered production. 
The measures taken to facilitate these 
adjustments and to prevent them 


from upsetting the economy are im- 
portant. 

The defense program poses for us 
several major economic problems. 
One is to move quickly toward 
achieving adequate production of ma- 
teriel required for the arming and 
expansion of military, naval, and air 
forces, and for civilian defense. An- 
other major problem is to increase the 
total productive power of the whole 
economy—at the same time taking 
precautions to avert a further infla- 
tionary price spiral. 

Aside from voluntary restraints and 
expanded production there are a few 
general ways by which inflationary 
price rises may be checked. One is 
to prevent incomes from rising. This 
is the principal function performed 
by price controls, including wage 
controls. 

A second method of forestalling in- 
flationary price rises is to prevent cur- 
rent incomes, past savings, and newly 
created credit from being spent. Con- 
trols on credit help to achieve this 
result. Allocations and rationing may 
also be used in appropriate circum- 
stances. It is very important also to 
persuade the people that it is in their 
interest and the public interest to 
save more and spend less. 

The third method of preventing in- 
flationary price rises is by increasing 
taxes. Higher taxes not only supply 
revenue, they also withdraw funds 
from persons and businesses and 
thus cut down their ability to spend. 
Taxation is superior to other methods 
of preventing inflationary price rises 
in important respects. It does not in- 
terfere with the operation of market 
forces. It does not present the threat 


From an address before the Finance Conference of the American Management Association, November 
30-December 1, 1950, at The Waldorf-Astoria, New York. 
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of future inflation. It distributes the 
financial burden at the same time the 
economic burden must inevitably be 
borne. It protects those in the armed 
forces from the ironic unfairness of 
fighting a war and coming home to 
pay for it too. Taxation is the normal 
method of providing funds for gov- 
ernment expenditures. Unless good 
reasons dictate otherwise, the cost 
of the defense program should be 
paid as we go, out of current revenue. 

Taxation is also the necessary 
foundation for other forms of con- 


must work if wage controls are to 
work—there must be no large gap 
between demand and supply at pre- 
vailing prices. There are various 
methods of reducing that gap, for 
example, the increase in saving, but 
taxation is the only sure method. 
The problem of what to do in the 
face of the prospective defense pro- 
gram is largely one of unpleasant al- 
ternatives. They are, of course, not 
altogether alternatives. It will un- 
doubiedly be necessary to use in 
some degree all or nearly all the 


methods available to fight inflation. 
And it is important to understand 
that the higher taxes are raised the 
less necessary it is to resort to the 
other, less desirable, methods of pre- 
venting inflation. 


trol. It has sometimes been argued 
that price controls and wage controls 
are a substitute for taxation. Quite 


the contrary is true. If price controls, 
for example, are to work—and they 


New Aid to Economic Education 


INDUSTRIAL ECONOMICS can be interesting, as a new periodical published by the 
Institute of Economic Affairs of New York University is already proving. Color- 
fully written and well illustrated, Popular Economics is directed to the layman 
who does not have the time or background to profit from reading the more 
technical economic literature. Its primary purpose is to familiarize the general 
public with American economic concepts—and this it does in a personalized, 
narrative style seldom attempted successfully in economic literature. Combining 
some of the best features of the home magazine and the educational pamphlet, 
Popular Economics makes highly informative, interesting, and easy reading. 
Photographs and cartoons are used throughout to illustrate the contents. 

Publication of Popular Economics has been made possible through a grant by 
the Alfred P. Sloan Foundation. In addition to a large subscription following 
among the general reading public, it is expected to have widespread distribution 
by companies among employees and to be extensively used in economics training 
programs. 

The individual yearly subscription price for ten issues is $1.50. However, 

companies interested in quantity subscriptions for employees can obtain them at 
greatly reduced rates. 
- Some sample copies of the current issue of Popular Economics have been set 
aside for interested readers of THE MANAGEMENT Review. Special arrangements 
for testing the publication among employees or other groups may also be made. 
Direct all inquiries to Popular Economics, clo Mr. Haig Babian, 32 Broadway, 
New York 4, N. Y. 





U. S. FAMILIES BALANCE SHEET: About four in 10 American families had a net 
worth of $5,000 or more early in 1950, according to a recent Federal Reserve 
Board report. Nearly one in 10 was worth $25,000 or more. About half the 
nation’s 52 million “consumer spending units” owed no debts at the time of the 
survey. Since one-third of the nation’s families overspent their incomes in 1949— 
when prices were lower, the Board deems its findings encouraging. 

—The Wall Street Journal 12/26/50 
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Some Practical Aspects of Employee Benefit Planning 


NSURANCE is a means of concentrat: 
i ing financial resources where they 
are required. In its highest develop- 
ment, it represents the most eco- 
nomical method of meeting needs 
that, in the mass, are predictable, but 
in the particular case, a matter of 
chance. Insurance will best serve 
its purpose when the buyer learns to 
appreciate the function of insurance 
and to formulate what he needs in 
the field of meeting risk. 

These thoughts apply to the cor- 
porate buyer of group insurance, 
whether life, annuity, or disability, 
quite as much as to the individual 
buying for himself. He is buying 
for groups of individuals who have 
their individual problems. Develop- 
ment in these fields has been ham- 
pered by the persistence of old ideas 
of achieving immediate competitive 
ends that have obscured the broad 
ultimate purposes of such insurance. 
Provision of adequate group insur- 
ance is one way of demonstrating the 
ability of business to provide for the 
needs of its workers. Up to a point 
this method was effective in compet- 
ing for employees, but that point has 
long since been passed. The pension 
plan that provides pensions only for 
employees who reach the age of re- 
tirement in the employer's service is 
Outmoded. The ideal should be a 
plan that provides pensions in pro- 
portion to service rendered and that 
does not defeat its ends by with- 
drawal rights and forfeitures. 

Institutional buyers as well as indi- 
vidual buyers are under increasing 
necessity of practicing careful econ- 
omy—they should not indulge in the 
shot-gun technique of covering a 


wide area with their expenditures tor 
insurance in the hope that a_part 
of them will hit the target. And the 
institutional buyer, even more than 
the individual, must consider future 
ability to pay for insurance. The 
devising of a program of employee 
benefits, sound in itself and effec- 
tively dovetailing with compulsory 
plans, has become an intricate matter 
of exhaustive planning with the aid 
of actuaries and other consultants. 
Revision of the program may be an 
equally complicated and_ time-con- 
suming process. Further, a corpora- 
tion, when it embarks on a group 
program—whether through insurers 
or otherwise—has made a policy deci- 
sion that it may be fatal to reverse or 
to narrow. A change in its program 
may affect its whole scheme of in- 
dustrial relations, to say nothing of 
the adverse effect on the individual 
worker who finds himself wi hout 
benefits on which he had counted but 
which were beyond his control. 

On an employer's statesmanship in 
programming the voluntary benefits 
supplementary to those required by 
law and on his acumen in making the 
necessary insurance arrangements 
may depend much of the future 
success of his business. 

Insurance buyers should turn to 
experts—insurers and their representa- 
tives, actuaries and other consultants 
—for aid in achieving their ends 
through insurance. But they should 
always check the advice of the ex- 
perts by asking themselves: Is insur- 
ance the best means for achieving the 
end in view, and does the particular 
scheme of insurance and the particu- 
lar insurer best serve that end? 


—From an address by RALPH H. BLANCHARD before The First Annual University 
of Nebraska Insurance Institute, Lincoln, Nebraska. 
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Programs of Public Assistance for the Needy 


[x THE recent emphasis on pension 
plans, the extension of Old-Age 
and Survivors’ Insurance, and the 
proposed health insurance and dis- 
ability compensation provisions, little 
attention has been paid to the assist- 
ance programs established under the 
Social Security Act. Enacted in the 
midst of the depression, these pro- 
vided cash relief payments to certain 
specialized groups; namely, the aged, 
dependent children, and the blind. 
They were supplemented by the di- 
rect relief programs of the states and 
local communities. 

Presumably, as business conditions 
improved, and as benefits became 
available under other social security 
programs, the need for relief or pub- 
lic assistance measures would have 
diminished. In 1936, there were 
1,106,000 persons who received $155 
millions under Old-Age Assistance. 
Today—in a period of prosperity, with 
employment and wages at a_ peak, 
and civilian production exceeding all 
previous records—we have almost 
three times as many under the pro- 
gram and the national bill has in- 
creased to $1.4 billions. The aid to 
dependent children program began 


From Public 
Blvd., 


Publication No. 76, 


1950. 22 pages. Gratis. 


Assistance, 
Chicago 4, II. 


Research Council for 


with 162,000 families, representing 
404,000 children, and with an annual 
cost of $49 millions. In 1949, 600,000 
families with more than 1,500,000 
children were paid almost a half bil- 
lion dollars. We still have over a half 
million cases on state and local relief 
rolls. Today, in the midst of our 
prosperity, more than five million 
people are receiving over two billion 
dollars in assistance from public 
funds under all these programs. 

Analysis of possible future develop- 
ments indicates a continuing rise in 
the total cost and extent of emergency 
relief. The only effective alternative 
is the development of programs de- 
signed to prevent want, rather than 
merely to deal with it after it has 
arisen. There should be emphasis 
on positive measures to eliminate 
want where it has occurred, with the 
definite objective of preventing its 
recurrence. There should be empha- 
sis on the elimination of continued 
need for relief by the individuals re- 
ceiving assistance—including such 
activities as counseling, retraining, 
and the creation of employment 
opportunities. 


Economic Security, 111 W. Jackson 





SIX MILLION AGED PERSONS in America today have little or no personal resources 
and are wholly or partially dependent upon public funds, charitable gifts or the 
generosity of relatives, reports the Twentieth Century Fund. Preliminary inquiries 
by the Fund’s researchers show that about $6 billion a year is being siphoned out 
in taxes and pension contributions to provide incomes for the aged. 








AMA SPRING INSURANCE CONFERENCE 


The Spring Insurance Conference of the American Manage- 
a 


ment Association will be held on Monday and Tuesday, May 


14-15, at the Hotel Statler, New York City. 
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INDUSTRIAL PEACE IN OuR TIME, By Hubert 
Somervell. The Macmillan Company, 
New York, 1950. 224 pages. $2.50. 


Reviewed by Dudley M. Mason® 


This is a British documentary for the 
“share-of-production” method of compensa- 
tion well known here by reason of the 
Nunn Bush Shoe Company plan and the 
writing of such proponents as A. W. Rucker. 
This text, however, introduced gingerly by 
Elton Mayo, carries the theory to the ulti- 
mate of creating equal rights of ownersh!p 
with capital for labor in industrial produc- 
tion. The fundamental changes in property 
rights that result are discussed at some 
length and are, to this reviewer, the most 
incomplete and unconvincing sections of the 
book. 

The book commences with an examina- 
tion of the relationship between money 
wages, real wages, production, and prices. 
It is found that no close correlation exists 
between money wage rates and either 
annual money earnings or real wages, that 
real wages follow value added by manu- 
facture and that money wages historical’y 
have been a reasonably fixed share (per- 
centage) of money value added by manu- 
facture in any particular company. Price 
and wage gyrations in this country during 
the last five years should have convinced 
most of us—but apparently have not—of 
these fundamentals. 

The author follows with the inevitable 
conclusion that much industrial labor strife 
could be avoided if total wages are set 
directly at an “agreed upon” percentage of 
value added by manufacture. A number of 
complementary changes in the economic 
and legal situation of labor are proposed, in 
addition, to aid in this abatement of labor- 
management and labor-capital conflict. On 
the central issue of “share-of-production” 
compensation, however, a criticism seems 
justified: While the author mentions (1) the 
necessity for Nunn Bush to negotiate vary- 
ing labor “percentages” for different model 
shoes, (2) the company’s inability to estab- 
lish percentages for miscellaneous opera- 
tions, (3) the need for varying percentages 


* Personnel Research Director, 
Company, Lancaster, Penna. 
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between companies and even between de- 
partments within companies, (4) the ne- 
cessity for changing these percentages when 
the ratio of labor to capital changés ma- 
terially, these factors are not emphasized. 
Nor is it noted that additional (marginal) 
units of labor and capital add to value of 
production at unequal rates. Finally, under 
the “share-of-production” system, job pay 
differentials still need to be established. 
Thus to this reviewer, there appear as many 
opportunities for conflict under “share-of- 
production” compensation as in the tradi- 
tional wage system. Certainly the oft-re- 
peated demand of labor. for a greater share 
of total production at the expense of capital 
is relevant to either system. Nor can a 
greater “fairness” in setting the total share 
of labor in national production be at- 
tributed to “share-of-production” than to 
the present wage system, since Professor 
(now Senator) Douglas recently has indi- 
cated that labor’s share in national prcduc- 
tion via the present wage system is almost 
exactly what it should be under theoretical, 
marginal utility economics apparently ac- 
cepted by Mr. Somervell. 

The author's position is strong, however, 
when he points out: (1) the effects on lakor 
of employment insecurity; (2) the difficulty 
of arousing cooperation when wages are 
handled as a cost of production; (3) the 
difficulty of selling increased productivity to 
labor as the sole practical means of achiev- 
ing a higher living standard when wages 
seem to come from the employer's pockets 
and profits are considered residual—some- 
thing “left over” after paying for labor and 
other purchases. 

Then, too, there seem to be possibilities 
in the “share-of-production” plan for con- 
trolling inflation in periods of full employ- 
ment or in adjusting production costs in de- 
pressed times (though dwindling “shares” 
seem to have been a major factor contribut- 
ing recently to grave labor troubles in one 
company which adopted this system). 

The remainder of the book covers the im- 
pact general adoption of “share-of-produc- 
tion” would have on the function of man- 
agement, on relations with government, na- 
tionalization, social insurance, labor mo- 
bility, etc., as well as the effects on property 
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rights and capital. As stated earlier, the au- 
thor’s several suggestions and analysis on 
the last topic seem sketchy and _ ill 
considered. 

This is not an easy book to read; so many 
portions of it are argumentative. It will 
give colic to conservatives even though 
there are actually in successful existence— 
and at the volition of capital—a few plans 
of “share-of-production-cum-profits” which 
approach these proposals. The reviewer 
agrees with Professor Mayo that the book 
identifies so many sources of labor strife 
that it should be read widely. 


How to Pick Leapers. By G. L. Freeman 
and E. K. Taylor. Funk & Wagnalls Com- 
pany, New York, 1950. 226 pages. $3.50. 


Reviewed by C. B. Caldwell*® 


During the past several years there has 
been considerable interest in experimenting 
with new techniques designed to aid selec- 
tion personnel in choosing job candidates 
who will be most successful. This interest 
has been stimulated by a number of fac- 


tors—perhaps the most apparent of them. 


the awareness on the part of a large seg- 
ment of management that many business 
problems are the creations of the person- 
alities involved. It is widely recognized 
that a company can function only as well 
as the people who manage and work for the 
organization. This conviction has brought 
about the scrutinization of commonly ac- 
cepted selection procedures in the light of 
current research in this field. 

Selection of potential executives is not 
an easy task. Because of the importance of 
this subject, information that will aid or- 
ganizations in picking prospective leaders 
is welcome. This book, which is the joint 
work of Dr. G. L. Freeman, of the Labor 
and Industrial Relations School at Cornell 
University, and Dr. E. K. Taylor, who is 
editor of Personnel Psychology and is also 
associated with the Personnel Research Sec- 
tion of the U. S. Army, discusses past and 
present research in the area of selection 
methods, as well as certain principles of 
leadership. 

The majority of the information regard- 
ing selection procedures and _ practices 
Roebuck and 


Personnel, Sears, 
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stems from the experience of Dr. Freeman 
in selecting Naval officers during World 
War II. The authors relate the work done 
in officer selection to the field of executive 
selection in industry. The book attempts 
to build a case for the necessity of using 
sciemific methods in selecting potential ex- 
ecutives as opposed to haphazard methods. 
It shows how a “scientific selection” pro- 
gram can be established in industry. This 
program would include the steps that most 
progressive companies utilize in selection of 
trainees, plus several techniques now pri- 
marily used by the armed forces, such as 
testing men in group situations to deter- 
mine their leadership ability. The book 
emphasizes that by using the trial-and-error 
method in hiring, business concerns have 
to wait until those hired either demon- 
strate their capability or fail on the job. 
This practice is not only unfair to the em- 
ployee himself, but it is staggeringly costly 
to the organization as well. It is far better 
to improve the initial selection. 


This brings us to the problem of how 
we can be certain at the time of hiring that 
the new employees will prove successful. 
Unfortunately, we can’t. It is a question 
of more or less certainty—more, if all pos- 
sible methods of sound selection pro- 
cedures are utilized; less, if no attempt is 
made to secure objective and unbiased 
judgment regarding the candidates. 


The authors do not claim ability to 
answer all questions regarding executive 
selection, and many readers will feel that 
they are reading familiar material about 
tests, interviewing, personality factors, and 
so on. However, the book does consolidate 
much information on what has been done 
and what is being done in the field of 
executive selection. The lavman will be 
especially interested in learning of the work 
psychologists have been doing in deter- 
mining what personality factors best make 
for leadership in business. It is unfortunate 
that much of the research on group leader- 
ship has been in relation to military situa- 
tions. Many of the conditions existing in 
military services have no counterpart in 
business, and thus a number of personnel 
people will not agree with the suggestions 
advanced by the authors regarding testing 
for leadership ability by stress interviews 
and situational tests. 


In evaluating the contents of this book, 
several reasons come to mind as to why 
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it may prove disappointing to many per- 
sonnel men. Perhaps the primary draw- 
back is the broad scope the book attempts 
to cover in rather limited space. The authors 
attempt to do too much in one volume. As 
a result, there is a lack of consistency in 
the quality of material. Though the ob- 
jectives of the book are commendable, the 
result is too much information discussed in 
a sketchy manner. Also, in many cases the 
language is too technical. The end effect 
is that anyone not versed in subjects like 
“projective” tests would find the explana- 
tion of their value to business inadequate 
for understanding. While there are several 
excellent chapters on recruitment and 
screening, aptitude testing, personality 
testing, and personality ratings, the zeal 
of the authors to include all information 
pertinent to executive selection has caused 
many of the main points of their book to 
be buried in a great deal of superfluous 
material. As a result, many readers who 
desire to familiarize themselves with the 
subject matter are likely to lose patience 
before they have succeeded in doing so. 

Despite its weaknesses, this work sup- 
plies an over-all survey of the research 
being done to perfect selection procedures. 
Personnel men who are interested in this 
type of research will find the book useful. 
In addition, there are many practical hints 
given on screening and interviewing appli- 
cants. This book will prove of value also 
to personnel and management men who 
have not included testing in their execu- 
tive selection procedure. 
appraising aptitudes, proficiencies, and 
personality factors are described and 
analyzed as to their usefulness in predict- 
ing potential leadership ability. 


The various tests 


THe THEORY AND PRACTICE OF INDUSTRIAL. 
Researcu. By David Bendel Hertz. 
McGraw-Hill Book Company, Inc., New 
York, 1950. 385 pages. $5.50. 


Reviewed by Edwin Frederic Pike® 


The man who picks up this book expect- 
ing to find readily some down-to-earth, 
practical suggestions he can use imme- 
diately will not find that help—unless he 
persists through the larger part of the 
volume, which is devoted to theoretical 
discussion. It is to be hoped that others 
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will continue to the end, for it will prove 
rewarding. 

The language of the author is compli- 
cated and labored. Many readers may halt 
at such a roadblock as “Connections . . 
must be conceived or grasped, and trans- 
lated (by what is often called ‘insight’ ) 
from a perceptual continuum of these 
ordinary relations into some conceptual 
pattern of causality.” 

Had the title been The Theory of Indus- 
trial Research, one might have expected 
the voluminous discussion of the social 
implications of research; the theory of 
thought processes; and the philosophy of 
research which are found here. The word 
practice in the title may lead some to ex- 
pect more of the kind of usable information 
found in Mees and Leermakers’ recent book 
than exists in this one. 

On the other hand, the author does dis- 
play a broad knowledge of the day-to-day 
problems of a research director when he 
says that research is a “risky business”; 
that there are no a priori rules or definite 
formulae that can replace sound scientific 
managerial judgment. He might have given 
more examples of that kind of judgment. 
He is commendably forthright when he 
recommends that a company first consider 
seriously whether it should have a research 
program at all. He gives an example of 
where one company went bankrupt because 
it ill-advisedly launched into an extensive 
research program. 

While most of this book is devoted to 
the discussion of theory, which will interest 
a few, it finally comes to grips with the 
more factual aspects of research manage- 
ment. Beyond midway it actually becomes 
“meaty,” and the reader can find real nour- 
ishment from that point on to the end. 

In the chapter on “Research Economics 
and Budgeting,” Hertz recognizes the ex- 
treme variations in research and in com- 
panies, and avoids being too specific and 
dogmatic but still gives a choice of several 
usable methods of estimating the value and 
cost of research. The discussion of re- 
search ratios or yardsticks to lay alongside 
one’s own research program is extremely 
helpful and may be very new to many 
executives and research directors who main- 
tain that an exact balance sheet cannot or 
must not be associated with research. 

The book uses a device familiar to tech- 
nical report writers, but seldom found in 
books—a summary or set of conclusions is 
found at the end of each chapter. It is 
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thus finished off neatly and the writer's 
points driven home. 


The author brings research into its proper 
place when he pleads that it be not 
“regarded as an esoteric activity.” He 
stresses making research one of the family 
of company activities, because “a research 
group does not function in an atmosphere 
of complete detachment from the rest of 
the company’s activities.” 

The chapter on Patents provides an ex- 
cellent preliminary discussion of the essen- 
tial phase of a research director’s work, 
and supplies good background information. 
Not only are the relationships to other com- 
pany activities emphasized and explained, 
but the author shows in a most helpful 
fashion how research may use its external 
relationships to the advantage of the com- 
pany. These include relationships with the 
public through advertising; with competi- 
tors and suppliers; and with other scientists 
through publications and meetings. The 
necessity as well as the utility of such 
cooperation is stressed. 

In the latter part of his book, Hertz 
furnishes a well-rounded and_ thorough 
treatment of the problems of organized 
research, and suggests methods of solution 
which will be welcome to the managers. of 
scientific activities. 


Lasour. By P. Sargant Florence. Hutchin- 
son’s University Library, London, 1950. 
Available from Longmans, Green & Co., 
Inc., New York. 230 pages. $2.00. 

Reviewed by Ernest Dale® 


Introductions to any major part of the 
social sciences need to be popular yet 
scholarly enough to help the general reader 
to understand the principal schools of 
thought and to aid toward further self- 
study. They need to be written by a man 
who has a thorough grasp of the funda- 
mentals as well as the most recent advances, 
who is a scholar and pioneer in extending 
knowledge, yet at the same time able to 
communicate this knowledge to his students 
as well as to management and labor. He 
must elucidate the major principles of his 
subject so that his readers can apply the 
frameworks he has set out, in order to 
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analyze their own problems and_ predict 
the consequences of their own actions. 

Professor Florence has done just that in 
Labour, and he has accomplished it in the 
relatively short space of a volume of little 
more than 200 pages (unlike most of its 
American counterparts, which are twice 
and three times as long and where one 
often misses the forest for the trees). 

The author is Professor of Commerce and 
Dean of the Faculty of Commerce and 
Social Science at the University of Birming- 
ham, England. An American by birth, he 
is a pioneer in American fatigue studies 
and in the application of statistical methods 
to the problems of economics and industry. 
Perhaps his most valuable contribution to 
the study of management is The Logic of 
Industrial Organization (which is to be 
reissued shortly with new material by the 
University of North Carolina Press). 

The first part of this book deals with the 
fundamental human factors; external facts, 
like outputs; states of mind, like morale; 
and states of body. These are discussed in 
detail helpful to personnel managers who 
are interested in measuring the efficiency 
of the human factor. 

The second part discusses the conditions 
making for the efficiency of labor: (1) 
optimum hours of work (from his own ex- 
tensive studies the author concludes that 
the 48-hour week is “the optimum length 
for ordinary business efficiency,” and he 
has also many pertinent things to say 
about the distribution of hours of work); 
(2) the effects of adverse working condi- 
tions; (3) social relationships in employ- 
ment: The author analyzes the position of 
the average worker in much of modern in- 
dustry in terms of repetition, routine, red- 
tape and risk, and ways of overcoming 
them (incentives, personnel management); 
(4) wages—influencing working capacity, 
incentives, mobility; (5) incentive wages 
—the impact of different types; (6) selec- 
tion and training; (7) special treatment of 
the old and young workers, women workers. 

Part III deals with the various types of 
unemployment and methods of preventing 
it. The final part deals with the direction 
of labor policy: (1) the shift from uni- 
lateral control of managerial functions by 
employers to participation by the state and 
labor; (2) the trend and conditions of 
economic progress. 

The book is a real mine of information, 
draws on much original research, and 
presents a number of the author's own 
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findings which lack ot space unfortunately 
prohibits discussing. It is highly readable, 
and especially helpful are the author’s 
illustrations and summarizations in chart 
form. It would be of much aid to students, 
novices in industry, and the public here 
if the author would publish an American 
edition. 


WAGE AND SALARY FUNDAMENTALS AND 
By Lionel B. Michael. 
McGraw-Hill Book Company, Inc., New 
York, 1950. 330 pages. $4.50. 


PROCEDURES. 


Reviewed by Stanley L. Balmer® 


Under the threat of World War III, the 
inflationary effects of spiraling payroll costs 
have become so dangerous that the govern- 
ment is planning to freeze wages and sal- 
aries as it did in World War II. For this 
reason, forward-looking managements are 
making sure that appropriate wage and sal- 
ary policies within their companies are 
soundly established and ably administered. 
Such executives know that fair and equita- 
ble wage and salary structures are always 
essential ingredients for establishing and 
maintaining sound industrial relations. They 
know also that these are even more impor- 
tant under a war economy when morale 
must be maintained at the highest possible 
level for the sake of maximum preduction. 


Members of management and labor 
unions, and students enrolled in colleges of 
business administration who want to fa- 
miliarize themselves with the problem of 
establishing sound wage and salary policies 
can profitably read Wage and Salary Fun- 
damentals and Procedures, written by the 
late Lionel B. Michael, and published re- 
cently by McGraw-Hill Book Company. 


The scope of subject matter covered by 
this book is much broader than its title in- 
dicates. For example, the author outlines 
the effect of labor legislation, bargaining 
agreements, and management policies upon 
the general problem of wage and salary 
administration. The chapters having to do 
with establishing sound wage and salary 
structures based upon job evaluation and 
merit review describe the various methods 
used to establish proper job pay relation- 
ships within a company and to appraise and 
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reward employee performance on assigned 
jobs. 

The over-all composition of the book is 
orderly. The chapter subjects are well 
chosen, segregated and related to the au- 
thor’s general subject. The reader will gain 
an appreciation of the individual compo- 
nents that must be considered as they apply 
to and affect the over-all problem of sound 
wage and salary administration. He will not 
gain a detailed working knowledge of the 
techniques involved in the individual com- 
ponents making up the general problem. 
This book was admittedly not designed for 
the technician. Its contents are, however, 
well directed to the average reader seek'ng 
background information to gain an appre- 
ciation of the interrelationships of the 
individual components that make up the 
whole problem of the establishment of 
sound policies covering wage and salary 
administration. 


AMERICAN LaBpor Leavers. By Charles A. 
Madison. Harper & Brothers, New York, 
1950. 474 pages. $4.00. 


Reviewed by Wade E. Shurtleff* 


‘ 

This book purports to “give a coherent 
and realistic account of the development 
of organized labor through a survey of the 
outstanding trade unions and their lead- 
ers.” In many respects, Madison has done 
just that. But his solicitude for the left- 
wing element makes one wary. 

American labor leaders are just too con- 
servative to suit the author. They have 
“hard-headed shrewdness,” but they “lack 
the idealism and fervor which is required 
of them.” 

It all started with Samuel Gompers, “who 
deliberately and definitely veered the Amer- 
ican labor movement away from socialism.” 
Then William Green—“a radical-baiter as 
well as an exponent of employer-employee 
unity’—on taking over Gompers’ job “at 
once began to emulate his predecessor by 
attacking the radicals infiltrating certain 
trade unions.” AFL leaders, with the pos- 
sible exception of Dubinsky, have held 
labor back. “William Green, William 
Hutcheson, Matthew Woll, and Daniel 
Tobin—to mention four of the most influ- 


ential men in the Federation—have no real 
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interest in the principle of democracy in 
industry.” 

Hutcheson of the Carpenters, for ex- 
ample, has the “outlook, and practices the 
opportunism, of the aggressive business- 
man.” He handles his affairs, “in the raw 
and ruthless manner of the rugged indi- 
vidualist.” Furthermore, he “acquiesces in 
the assumption of the employer that manual 
workmen are inferior human beings born 
to provide labor power for the needs of 
society and his own profit.” 

And what about the CIO’s leaders? 

Well, there was a time when “the CIO 
was the shining hope of the workers eager 
for full realization of democracy in indus- 
try.” But “the ideological aims of the CIO 
now differ little from those of the American 
Federation of Labor.” 

Philip Murray “has gradually gravitated 
to the fleshpot philosophy of business union- 
ism.” Walter Reuther “is too ambitious and 
too vain not to be affected adversely by 
the power he now wields.” And they, as 
well as other CIO leaders, have “joined in 
general red-baiting and become victimized 
by the hysterically rationalized fear of 
Communists.” 

“Although they knew well enough that 
the Communists and their sympathizers 
were an effervescent but ineffectual minor- 
ity within their organization and a feeble 
handful within the nation as a whole, they 
deliberately inflated this dissident faction 
to monstrous proportions and proceeded to 
fight it with quixotic fervor.” 

The final chapter devoted to labor leaders 
is reserved for Madison’s hero, Harry 
Bridges, a “militant and consummate labor 
leader.” Had this chapter been written by 
Bridges himself, kinder words could hardly 
have been written. “As a labor leader,” 
Madison writes of Bridges, “he has achieved 
an eminence deserving high praise.” And 
now “for him to be hounded and harried 
without let by officials of our government 
is a procedure at once demoralizing and 
undemocratic.” 

Madison has allowed his writing to be 
unduly colored by his own radical sym- 
pathies and bias. In addition, he is naive. 
And this is being kind to the author. How 
else can it be explained that all present- 
day labor leaders have faults but one: 
Harry Bridges? Critical of many labor 
leaders for fighting Communist infiltration, 
the author conveniently overlooks their very 
good reasons for fighting this infiltration. 
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“Whether or not Bridges is a Communist 
—the presumed cause of the relentless at- 
tacks against him—is essentially pointless,” 
in the author’s opinion. But behind the 
Iron Curtain today are once-free labor 
leaders who would hardly agree with this 
opinion. 


MANAGEMENT RESEARCH 
By H. Pasdermadjian. 
London, 1950. 


IN RETAILING. 
Newman Books, 
177 pages. 16s. 


Reviewed by Robert R. Manley* 


Dr. Pasdermadjian of Denmark, consult- 
ing engineer, author and lecturer in the 
management field, is also General Secretary 
of the International Association of Depart- 
ment Stores. He is thus preeminently quali- 
fied to make a progress report on the “con- 
tinuing organized contact” of its member 
stores over the past 20 years. 

This factually documented and _ highly 
readable book is important not only to the 
history of scientific management but to that 
of international cooperation. For here is 
a record of the “first management research 
group working on an international plane, 
which has remained, for a long time, the 
only institution of its kind.” 

The successful cooperation attained by 
these stores located in 10 European coun- 
tries should afford encouragement not only 
to those working in the international field 
but also to those attempting to ach’eve 
similar objectives within the framework of 
the thousands of associations in the United 
States. 

After a brief description of the origin and 
development of the Association, the author 
presents a thorough discussion of the 
“Methods of Work,” and “The Application 
of Scientific Management to Department 
Stores.” He concludes with a summary of 
the lessons learned in the Association. This 
latter chapter, describing the effects of 
scientific management in individual and 
group thinking, is especially significant. 

Readers in this country will appreciate 
the author’s frequent references to Amer- 
ican management leaders who have contrib- 
uted fruitful ideas and methods to the 
Association. Among those mentioned are 
Edward Filene, Henry S. Dennison, Dr. H. 
S. Person, Wallace Clark and James 
McKinsey. 

In his Foreword to the book, Mr. Denni- 
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son says that he considers it the most 
illuminating, practical, and readable descrip- 
tion of the principles of scientific manage- 
ment and of their application that he has 
ever read. He adds that: “If the indus- 
trialists of the world are not given the 
chance to read it, a very large part of its 
possible contribution to the good of man 
will be lost.” 

Writing in a recent issue of THe Man- 
AGEMENT Review, Mr. H. F. Willkie, out- 
spoken American executive and brother of 
the late Wendell L. Willkie, outlined the 
need for such cooperation by saying:* 

It does not seem sufficient, as in the British 
tradition, that the exchange of personal accord 
and experience between nations should be limited 
to chance crossings of the channel . or the 
annual junkets of buyers and sellers, scientists, 
and the like to the continent in the interest of 
commerce or at a level of engagement generally 
unrecognized, unperceived and unsympathetic to 
the man-at-work. 

This book is an excellent record of the 
overcoming of this obstacle to progress. 
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DEVELOPING MEN FOR CONTROLLERSHIP. 
By T. F. Bradshaw. Graduate School of 
Business Administration, Harvard Uni- 
versity, Cambridge, Mass., 1950. 231 
page 1s. $3.25. 


Reviewed by Oscar N. Lindahl* 


Primarily concerned with “the problem 
of what companies can do to develop men 
for the management function of Controller- 
ship,” this volume is a highly readable one 
that sets forth in readily understandable 
language what has been taking place in 
this field. The author illustrates in simple 
terms the kind of job the controller has 
to do, how he should operate, and his line 
of authority. Stressing the importance of 
the controllership function in business to- 
day, he describes its development and rise 
to the top in the management field. 

The personality traits and skills needed 
to be a successful controller are indicated, 
and the importance to the controller of an 
over-all knowledge of the business—in order 
that he may be of service to other depart- 
ments, and also assist in formulating policy 
—is emphasized. 

The differences between the functions of 


accountants and of controllers are brought 
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out in detail. The accountant is one who 
compiles figures and comparisons based on 
past activity and tells where the company 
has been; the controller is one who indicates 
where the company is going. He takes the 
figures from the point where an accountant 
leaves off and projects the data into the 
future. Both what the future holds and 
questions of policy belong in the bailiwick 
of the controller; as the writer points out, 
he has changed from a man of figures to an 
analyst projecting the future. 

Cases are cited to indicate how control- 
lers become what they are. Taken from 
the manuals of some of the country’s out- 
standing business institutions, these cases 
illustrate how such companies have organ- 
ized for better controllership, describing 
such vital factors in that organizat‘on as 
the companies’ training plans, selection 
procedures, testing methods, and the like. 
Training programs in some of the larger 
companies are discussed in detail, and such 
pertinent factors as morale among trainees 
and trainees’ pay are considered. 

The book explains the need for men of 
controller caliber in all departments and 
indicates how some firms are training such 
men by rotating them, thus developing 
greater knowledge and efficiency among 
potential controllers. The author also 
describes several companies’ methods of 
rating prospective employees. 

The point is also brought out, and _per- 
tinently so, that large companies need man- 
agement development more than do smaller 
firms. While this seems obvious, the author 
is to be praised for his stress of it. 

Decentralization of controllership, its ad- 
vantages as well as disadvantages, are 
viewed in an unprejudiced manner. 

Finally, such questions as how the suc- 
cessful controller performs his functions, 
the Philosophy of Management, Planning 
for Management Development, and Using 
Tools of Development are discussed. 

Companies involved in the various case 
studies cited throughout the book include 
the following: Caterpillar Tractor Company, 
Standard Oil Company of New Jersey, 
Esso Standard Oil Company, Vick Chemical 
Company, International Petroleum Com- 
pany, Stanton Steel Company, United 
States Steel Corporation, Edison Company 
of New York, General Foods, Inc., Colgate- 
Palmolive-Peet Co., Armstrong Cork Co. 

All concerned with developing men for 
controllership should read this book and 
keep it available for ready reference. 
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How to get the facts you need 
for your wage negotiations 


Here is an up-to-date, practical guide to reliable 
sources of data you need at your fingertips when 
negotiating or determining wages. This new manual 
shows you where to get the facts quickly on— 


e sources and analysis of cost-of-living figures 
© productivity at job and industry levels 

® comparative wage rates 

e “ability to pay” 
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